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TITLE  3— THE  PRESIDENT 

EXECUTIVE  ORDER  10652 

Amendment  of  Paragraph  126e  of  the 

Manual  for  Courts-Martial,  United 

States,  1951 

By  virtue  of  the  authority  vested  in 
me  by  the  Uniform  Code  of  Military 
Justice  (established  by  the  Act  of  May  5, 
1950,  64  Stat.  107),  and  as  President  of 
the  United  States,  it  is  ordered  that  the 
second  sentence  of  paragraph  126e  of 
the  Manual  for  Courts-Martial,  United 
States,  1951,  (prescribed  by  Executive 
Order  No.  10214  of  February  8,  1951,  as 
amended  by  Executive  Order  No.  10256 
of  June  23,  1951)  be,  and  it  is  hereby, 
amended  to  read  as  follows: 

“Unless  otherwise  prescribed  in  regu¬ 
lations  promulgated  by  the  Secretary  of 
the  Department  concerned,  in  the  case 
of  an  enlisted  person  of  other  than 
the  lowest  pay  grade,  a  court-martial 
sentence  which,  as  Approved  by  the 
convening  authority,  includes:  (1)  dis¬ 
honorable  or  bad-conduct  discharge, 
whether  or  not  suspended,  (2)  confine¬ 
ment,  or  (3)  hard  labor  without  confine¬ 
ment,  immediately,  upon  being  so 
approved,  shall  reduce  such  enlisted 
person  to  the  lowest  enlisted  pay  grade; 
provided,  that  the  rate  of  pay  of  the 
person  so  reduced  shall  be  commensurate 
with  his  cumulative  service;  and  pro¬ 
vided  further,  that  any  person  so  reduced 
shall  have  all  rights,  privileges,  and 
property  affected  by  such  reduction  re¬ 
stored  if  the  sentence  is  subsequently  set 
aside  or  disapproved,  or  if  the  sentence 
as  finally  approved  does  not  contain  any 
of  the  elements  listed  above.” 

This  order  shall  become  effective  on 
January  20,  1956. 

Dwight  D.  Eisenhower 

The  White  House, 

January  10, 1956. 

(P.  R.  Doc.  56-251;  Piled,  Jan.  10,  1956; 

4:20  p.  m.] 


EXECUTIVE  ORDER  10653 

Designating  the  Honorable  A.  Cecil 
Snyder  To  Act,  Under  Certain  Cir¬ 
cumstances,  AS  Judge  of  the  United 
States  District  Court  for  the  Dis¬ 
trict  of  Puerto  Rico  During  the  Year 
1956 

By  virtue  of  the  authority  vested  in 
me  by  section  41  of  the  act  entitled  “An 
Act  to  provide  a  civil  government  for 
Puerto  Rico,  and  for  other  purposes”, 
approved  March  2,  1917,  as  amended  by 
section  20  of  the  act  entitled  “An  Act 
to  revise,  codify,  and  enact  into  law  title 
28  of  the  United  States  Code  entitled 
‘Judicial  Code  and  Judiciary’  ”,  approved 
June  25,  1948  (62  Stat.  989),  I  hereby 
designate  and  authorize  the  Honorable 
A.  Cecil  Snyder,  Chief  Justice  of  the 
Supreme  Court  of  the  Commonwealth 
of  Puerto  Rico,  to  perform  and  discharge 
the  duties  of  the  office  of  Judge  of  the 
United  States  District  Court  for  the  Dis¬ 
trict  of  Puerto  Rico,  and  to  sign  all  nec¬ 
essary  papers  and  records  as  acting  judge 
of  the  said  district  court,  without  extra 
compensation,  in  case  of  vacancy  in  the 
office  of  judge  of  the  said  district  court, 
or  in  case  of  the  death,  absence,  illness, 
or  other  legal  disability  of  the  judge 
thereof,  during  the  year  1956. 

Dwight  D.  Eisenhower 
The  White  House, 

January  6,  1956. 

[P.  R.  Doc.  66-306;  Piled,  Jan.  11,  1956; 

10:13  a.  m.] 


TITLE  26— INTERNAL  REVENUE, 
1954 

Chapter  I — Internal  Revenue  Service, 
Department  of  the  Treasury 

Subchapter  6— Regulations  Under  Tax 
Conventions 
[T.  D.  6160] 

Part  504 — Belgium 

On  September  29,  1955,  notice  of  pro¬ 
posed  rule  making  regarding  the  general 
(Continued  on  next  page) 
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pocket  supplements  vary. 

There  are  no  restrictions  on  the  re- 
publication  of  material  appearing  in  the 
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Regulations. 


CODIFICATION  GUIDE 

A  numerical  list  of  the  parts  of  the  Code 
of  Federal  Regulations  affected  by  documents 
published  in  this  issue.  Proposed  rules,  as 
opposed  to  final  actions,  are  identified  as 
such. 

Title  3  Page 

Chapter  II  (Executive  orders) ; 

10214  (amended  by  EO  10652)  235 

10256  (see  EO  10652) _  235 

10652  _  235 

10653  _  235 

Title  26  (1939) 

Chapter  I: 

Part  7  (see  T.  26  (1954)  Part 
504). 

Title  26  (1954) 

Chapter  I: 

Part  504 . . —  235 

Title  32 

Chapter  V: 

Part  536 _  244 

Part  590 _  244 

Part  591 _  244 

Part  602 _ _ —  244 

Part  606 _  244 


Title  32A 

Chapter  I  (ODM) 
DMO  VII-3 _ 


CONTENTS— Continued 

Federal  Trade  Commission  Page 

Notices: 

Accident  and  health  insurance 
industry;  notice  of  trade 
practice  conference _ -  257 

Interior  Department 

See  Land  Management  Bureau. 

Internal  Revenue  Service 

Rules  and  regulations: 

Belgium;  regulations  under  in¬ 
come  tax  convention _  235 

Interstate  Commerce  Commis¬ 
sion 

Notices: 

Fourth  section  applications  for 
relief _  258 

Sacramento  Northern  Railway; 
rerouting  or  diversion  of  traf¬ 
fic  _ 258 

Labor  Department 

See  Wage  and  Hour  Division. 

Land  Management  Bureau 

Notices: 

Alaska;  correction  of  proposed 
withdrawal  and  reservation 
of  lands _ _  254 

Treasury  Department 

See  Internal  Revenue  Service. 

Wage  and  Hour  Division 

Notices: 

Learner  emplosnnent  certifi¬ 
cates;  Issuance  to  various 
industries _ _  254 


regulations  under  the  income  tax  con¬ 
vention  between  the  United  States  and 
Belgium,  proclaimed  by  the  President  of 
the  United  States  on  September  23,  1953, 
was  published  in  the  Federal  Register 
(20  F.  R.  7260).  No  comments  regard¬ 
ing  the  regulations  proposed  were 
received  during  the  30-day  period  pre¬ 
scribed  in  such  notice,  and  the  regula¬ 
tions  set  forth  below  are  hereby  adopted: 


Sec. 

504.101  Introductory. 

504.102  Applicable  provisions  of  law. 

504.103  Scope  of  the  convention. 

504.104  Definitions. 

504.105  Industrial  and  commercial  profits. 

504.106  Control  of  a  United  States  enter¬ 

prise  by  a  Belgian  enterprise. 

504.107  Income  from  operation  of  ships  or 

aircraft. 

604.108  Dividends  and  Interest. 

504.109  Real  property  Income  and  natural 

resource  royalties. 

604.110  Patent  and  copyright  royalties  and 

film  rentals. 

504.111  Government  wages,  salaries,  pen¬ 

sions,  and  annuities. 

504.112  Private  pensions  and  annuities. 

504.113  Compensation  for  labor  or  personal 

services. 

604.114  Visiting  professors  or  teachers. 

504.115  Students  or  apprentices. 

504.116  Credit  against  United  States  tax  for 

Belgian  tax. 

504.117  Exchange  of  Information. 

504.118  Double  taxation  claims. 

504.119  Beneficiaries  of  an  estate  or  trust. 

504.120  Members  of  a  partnership. 

504.121  Withholding  regulations. 

Authority:  §§  504.101  to  504.121  Issued 
under  sec.  7805,  68A  Stat.  917;  26  U.  S.  C. 
7805. 

§  504.101  Introductory.  The  income 
tax  convention  between  the  United 
States  and  Belgium,  signed  October  28, 
1948,  as  modified  and  supplemented  by 
the  supplementary  convention  between 
those  Governments,  signed  September  9, 
1952,  hereinafter  referred  to  as  the  con¬ 


vention,  was  proclaimed  by  the  Presi¬ 
dent  of  the  United  States  on  September 
23,  1953,  and  is  effective  with  respect  to 
income  derived  in  taxable  years  begin¬ 
ning  on  or  after  January  1,  1953.  It 
provides,  in  part,  as  follows: 


(1)  The  taxes  which  are  the  subject  of  the 
present  Convention  are: 

(a)  In  the  case  of  the  United  States:  The 
Federal  Income  taxes. 

(b)  In  the  case  of  Belgium:  The  Income 
taxes,  the  national  crisis  tax,  and  the  per¬ 
sonal  complementary  tax.  Including  all  addi¬ 
tions  to  these  taxes. 

(2)  The  present  Convention  shall  apply 
also  to  any  other  taxes  of  a  substantially 
similar  character  Imposed  by  either  Con¬ 
tracting  State  subsequently  to  the  date  of 
signature  of  the  present  Convention  or  by  the 
government  of  any  territory  to  which  the 
present  Convention  is  extended  under 
Article  XXII. 

(3)  In  the  event  of  appreciable  changes  In 
the  fiscal  laws  of  either  of  the  Contracting 
States  the  competent  authorities  of  the  Con¬ 
tracting  States  will  consult  together. 

article  n 

(1)  In  the  present  Convention,  unless  the 
context  otherwise  requires: 

(a)  The  term  “United  States”  means  the 
United  States  of  America,  and  when  used  in 
a  geographical  sense  means  the  States,  the 
Territories  of  Alaska  and  of  Hawaii,  and  the 
District  of  Columbia. 

(b)  The  term  “Belgium”  when  used  In  a 
geographical  sense  means  the  Kingdom  of 
Belgium  in  Europe. 

(c)  The  term  “United  States  enterprise” 
means  an  Industrial  or  commercial  enter¬ 
prise  or  undertaking  carried  on  in  the  United 
States  by  a  citizen  or  resident  of  the  United 
States  or  by  a  corporation  or  other  Juridical 
person  created  or  organized  in  the  United 
States  or  under  the  laws  of  the  United  States 
or  of  any  State  or  Territory  of  the  United 
States. 

(d)  The  term  “Belgian  enterprise”  means 
an  industrial  or  comnlerclal  enterprise  or 
undertaking  carried  on  In  Belgium  by  a  citi¬ 
zen  or  resident  of  Belgium  or  by  a  corpora¬ 
tion  or  other  Juridical  person  created  or 
organized  In  Belgium  or  under  the  laws  of 
Belgium. 

(e)  The  terms  “enterprise  of  one  of  the 
Contracting  States”  and  “enterprise  of  the 
other  Contracting  State”  mean  a  United 
States  enterprise  or  a  Belgian  enterprise,  as 
the  context  requires. 

(f)  The  term  “permanent  establishment”, 
when  used  with  respect  to  an  enterprise  of 
one  of  the  Contracting  States,  means  a 
branch,  factory,  mine,  oil  well,  plantation, 
workshop,  warehouse.  Installation,  or  other 
fixed  place  of  business,  but  does  not  Include 
an  agency  unless  the  agent  has,  and  habitu¬ 
ally  exercises,  a  general  authority  to  nego¬ 
tiate  and  conclude  contracts  on  behalf  of 
such  enterprise  or  has  control  over  a  stock 
of  merchandise  from  which  he  regularly  fills 
orders  on  behalf  of  such  enterprise.  An  en¬ 
terprise  of  one  of  the  Contracting  States 
shall  not  be  deemed  to  have  a  permanent 
establishment  In  the  other  Contracting 
State  merely  because  it  carries  on  business 
dealings  In  such  other  Contracting  State 
through  a  bona  fide  commission  agent  or 
broker  acting  In  the  ordinary  course  of  his 
business  as  such.  When  a  corporation  of 
one  Contracting  State  has  a  subsidiary  cor¬ 
poration  which  Is  a  corporation  created  or 
organized  in  the  other  Contracting  State  or 
which  Is  engaged  In  trade  or  business  In  such 
other  Contracting  State,  such  subsidiary  cor¬ 
poration  shall  not,  merely  because  of  that 
fact,  be  deemed  to  be  a  permanent  estab¬ 
lishment  of  its  parent  corporation. 
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(g)  The  term  “industrial  and  commercial 
profits’*  shall  not  Include  the  following: 

(1)  Income  from  real  property; 

(li)  Income  from  mortgages,  from  public 
funds.  securities  (including  mortgage 
bonds) .  loans,  deposits,  and  c\irrent  ac¬ 
counts; 

(iii)  Dividends  and  other  income  from 
shares  in  a  corporation; 

(iv)  Rentals  or  royalties  arising  from 
leasing  personal  property  or  from  any  In¬ 
terest  in  such  property,  including  rentals  or 
royalties  for  the  use  of,  or  for  the  privilege 
of  using,  patents,  copsn'ights,  secret  proc¬ 
esses  and  formulae,  good  will,  trade  marks, 
trade  brands,  franchises,  and  other  like 
property; 

(v)  Profit  or  loss  from  the  sale  or  exchange 
of  capital  assets; 

(vi)  Compensation  for  labor  or  personal 
services. 

Subject  to  the  provisions  of  the  present 
Convention,  the  income  referred  to  in  sub- 
paragraphs  (1)  to  (vi)  shall  be  taxed  sepa¬ 
rately  or  together  with  industrial  and  com¬ 
mercial  profits  in  accordance  with  the  laws 
of  the  Contracting  States. 

(h)  The  term  “competent  authority"  or 
“competent  authorities"  means,  in  the  case 
of  the  United  States,  the  Commissioner  of 
Internal  Revenue  or  his  duly  authorized  rep¬ 
resentative;  and  in  the  case  of  Belgium,  the 
Directeur  General  de  I’Admlnlstration  des 
Contributions  Directes  or  his  duly  author¬ 
ized  representative;  and,  in  the  case  of  any 
territory  to  which  the  present  Convention 
is  extended  under  Article  XXII,  the  compe¬ 
tent  authority  for  the  administration  in 
such  territory  of  the  taxes  to  which  the 
present  Convention  applies. 

(2)  In  the  application  of  the  provision  of 
the  present  Convention  by  either  of  the  Con¬ 
tracting  States,  any  term  which  is  not  other¬ 
wise  defined  shall,  unless  the  context  other¬ 
wise  requires,  have  the  meaning  which  that 
term  has  under  the  laws  of  such  Contracting 
State  relating  to  the  taxes  which  are  the 
subject  of  the  present  Convention. 

ARTICLE  ni 

(1)  An  enterprise  of  one  of  the  Contract¬ 
ing  States  is  not  subject  to  taxation  by  the 
other  Contracting  State  in  respect  of  its  in¬ 
dustrial  and  commercial  profits  except  in  re¬ 
spect  of  such  profits  allocable  to  its  perma¬ 
nent  establishment  in  such  other  State. 

(2)  However,  an  enterprise  of  one  of  the 
Contracting  States  is  not  subject  to  taxa¬ 
tion  by  the  other  Contracting  State  if  it 
maintains  in  the  latter  State  only  an  es¬ 
tablishment  which  confines  itself  to  the  pur¬ 
chasing  of  merchandise  for  the  purpose  of 
supplying  establishments  which  such  enter¬ 
prise  maintains  in  the  former  State. 

ARTICLE  IV 

(1)  If  an  enterprise  of  one  of  the  Con¬ 
tracting  States  has  a  permanent  establish¬ 
ment  in  the  other  Contracting  State,  there 
shall  be  attributed  to  such  permanent  es¬ 
tablishment  the  net  industrial  and  commer¬ 
cial  profit  which  it  might  be  expected  to 
derive  if  it  were  an  independent  enterprise 
engaged  in  the  same  or  similar  activities 
under  the  same  or  similar  conditions.  Such 
net  profit  will,  in  principle,  be  determined 
on  the  basis  of  the  separate  accounts  per¬ 
taining  to  such  establishment. 

(2)  The  competent  authority  of  the  tax¬ 
ing  State  may,  when  necessary,  in  execution 
of  paragraph  (1)  of  this  Article,  rectify  the 
accoimts  produced,  notably  to  correct  errors 
and  omissions  or  to  re-establish  the  costs, 
prices  or  remuneration  entered  in  the  books 
at  the  value  which  would  prevail  between 
Independent  persons.  If 

(a)  an  establishment  does  not  produce 
an  accounting  showing  its  own  operations,  or 

(b)  the  accounting  produced  does  not 


correspond  to  the  normal  usages  of  the  trade 
in  the  country  where  the  establishment  is 
situated,  or 

(c)  the  rectifications  provided  for  in  this 
paragraph  cannot  be  effected, 

the  competent  authority  of  the  taxing  State 
may  determine  the  net  Industrial  and  com¬ 
mercial  profit  by  applying  to  the  operations 
of  the  establishment  such  methods  or 
formulae  as  may  be  fair  and  reasonable. 

(3)  To  facilitate  the  determination  of  in¬ 
dustrial  and  commercial  profits  which  are 
allocable  to  the  permanent  establishment, 
the  competent  authorities  of  the  Contract¬ 
ing  States  may  consult  together  with  a  view 
to  the  adoption  of  uniform  rules  of  alloca¬ 
tion  with  respect  to  such  profits. 

(4)  In  the  determination  of  the  net  in¬ 
dustrial  and  commercial  profits  allocable  to 
the  permanent  establishment  there  shall  be 
allowed  as  deductions  all  expenses,  wherever 
incurred,  insofar  as  they  are  reasonably  allo¬ 
cable  to  the  permanent  establishment,  in¬ 
cluding  executive  and  general  administra¬ 
tive  expenses  so  allocable. 

ARTICLE  V 

When  an  enterprise  of  one  of  the  Contract¬ 
ing  States,  by  reason  of  its  participation  in 
the  management  or  financial  structure  of  an 
enterprise  of  the  other  Contracting  State, 
makes  with  or  imposes  on  the  latter  enter¬ 
prise.  in  their  financial  or  commercial  rela¬ 
tions,  conditions  different  from  those  which 
would  be  made  with  an  independent  enter¬ 
prise,  any  profits  which,  but  for  those  con¬ 
ditions,  would  have  accrued  to  one  of  the 
enterprises  may  be  included  in  the  taxable 
profits  of  that  enterprise,  subject  to  appli¬ 
cable  measures  of  appeal. 

ARTICLE  VI 

Income  of  whatever  nature  derived  from 
real  property  shall  be  taxable  only  in  the 
Contracting  State  In  which  the  real  property 
is  situated.  This  Article  does  not  apply  to 
income  derived  from  mortgages  or  bonds  se¬ 
cured  by  real  property. 

ARTICLE  VII 

(1)  Income  which  an  enterprise  of  one  of 
the  Contracting  States  derives  from  the  op¬ 
eration  of  ships  or  aircraft  registered  in  that 
State  shall  be  exempt  from  taxation  in  the 
other  Contracting  State. 

(2)  The  present  Convention  shall  not  be 
deemed  to  affect  the  provisions  of  the  ex¬ 
change  of  notes  between  the  United  States 
and  Belgium,  dated  January  28.  1936,  pro¬ 
viding  for  relief  from  double  income  taxation 
on  shipping  profits. 

ARTICLE  vm 

(1)  The  rate  of  United  States  tax  on  divi¬ 
dends  derived  from  sources  within  the  United 
States  by  a  resident  or  corporation  or  other 
entity  of  Belgium  not  having  a  permanent 
establishment  within  the  United  States  shall 
not  exceed  15  percent. 

(2)  Belgium  shall  not  impose  on  dividends 
derived  from  sources  within  Belgium  by  a 
resident  or  corp>oration  or  other  entity  of  the 
United  States  not  having  a  permanent  estab¬ 
lishment  within  Belgium  any  tax  in  the 
nature  of  a  personal  complementary  tax  or 
surtax  thereon,  or  any  tax  similar  to  that 
withheld  at  the  source  on  dividends  under 
United  States  law  in  the  case  of  nonresident 
aliens  and  foreign  corporations. 

ARTICLE  VrUA 

The  rate  of  tax  imposed  by  each  of  the 
Contracting  States  upon  interest  (on  bonds, 
notes,  debentures,  or  on  any  other  form  of 
Indebtedness)  derived  from  sources  within 
such  State  by  a  resident  or  corporation  or 
other  entity  of  the  other  State  not  having  a 
permanent  establishment  within  the  former 
State  shall  not  exceed  15  percent. 


ARTICLE  XX 

(1)  Rentals  or  royalties  from  real  prop¬ 
erty  or  in  respect  of  the  operation  of  mines, 
quarries  or  other  natural  resources  shall  be 
taxable  only  in  the  Contracting  State  in 
which  such  property,  mines,  quarries  or 
other  natural  resources  are  situated.  A  resi¬ 
dent  of  Belgium,  or  a  corporation  or  other 
Juridical  person  created  or  organized  in 
Belgium  deriving  such  rentals  or  royalties 
from  sources  within  the  United  States  may 
elect  for  any  taxable  year  to  be  subject  to 
United  States  tax  as  if  such  resident,  cor¬ 
poration  or  entity  were  engaged  in  trade  or 
business  within  the  United  States  through 
a  p>ermanent  establishment  therein  in  such 
taxable  year. 

(2)  Royalties  derived  from  within  one  of 
the  Contracting  States  by  a  resident  or  by 
a  corporation  or  other  entity  of  the  other 
Contracting  State  as  consideration  for  the 
right  to  use  copyrights,  patents,  secret  proc¬ 
esses  and  formulae,  trade  marks  and  other 
analogous  rights  shall  be  exempt  from  tax¬ 
ation  in  the  former  State,  provided  such 
resident,  corporation  or  other  entity  does 
not  have  a  permanent  establishment  there. 
The  term  “royalties"  as  used  in  this  para¬ 
graph  shall  be  deemed  to  include  rentals 
in  respect  of  motion  picture  films. 

ARTICLE  X 

(1)  Wages,  salaries  and  similar  compensa¬ 
tions,  and  pensions  and  annuities,  paid  by 
one  of  the  Contracting  States  or  by  the 
political  subdivisions  or  territories  thereof 
to  citizens  of  that  State  residing  in  the  other 
State  (whether  or  not  also  citizens  of  such 
other  State)  shall  be  exempt  from  taxation 
in  the  latter  State. 

(2)  Private  pensions  and  annuities  de¬ 
rived  from  within  one  of  the  Contracting 
States  and  paid  to  individuals  residing  in 
the  other  Contracting  State  shall  be  exempt 
from  taxation  in  the  former  State. 

(3)  The  term  "pensions"  as  used  in  this 
Article  means  periodic  payments  made  in 
consideration  for  services  rendered  or  by  way 
of  compensation  for  injuries  received. 

(4)  The  term  “annuities”  as  used  in  this 
Article  means  a  stated  sum  payable  period¬ 
ically  at  stated  times,  under  an  obligation 
to  make  the  payments  in  consideration  of 
money  paid. 

ARTICLE  XI 

(1)  A  resident  of  the  United  States  shall 
be  exempt  from  Belgian  tax  upon  compensa¬ 
tion  for  labor  or  personal  services  performed 
within  Belgium  if  he  falls  within  either  of 
the  following  classifications: 

(a)  He  is  temporarily  present  within  Bel¬ 
gium  for  a  period  or  periods  not  exceeding 
a  total  of  ninety  days  during  the  calendar 
year  and  the  compensation  received  for  such 
labor  or  personal  services  does  not  exceed 
$3,000.00  in  the  aggregate,  or  its  correspond¬ 
ing  amount,  except  that  the  provisions  of 
this  subparagraph  shall  not  apply  to  remu¬ 
neration  of  “administrateurs”,  “commis- 
saires",  or  "llquidateurs"  of,  or  of  other 
individuals  exercising  similar  functions  in 
corporations  created  or  organized  in  Belgium; 

(b)  He  is  temporarily  present  within  Bel¬ 
gium  for  a  period  or  periods  not  exceeding  a 
total  of  one  hundred  eighty-three  days  dur¬ 
ing  the  calendar  year  and  his  compensation 
is  received  for  labor  or  personal  services  per¬ 
formed  as  a  worker  or  employee  of,  or  under 
contract  with,  a  resident  of,  or  a  corporation 
or  other  Juridical  person  created  or  organ¬ 
ized  in,  the  United  States  which  carries  the 
actual  burden  of  the  remuneration. 

In  such  cases  the  United  States  reserves  the 
right  to  tax  such  income. 

(2)  A  resident  of  Belgium  shall  be  exempt 
from  United  States  tax  upon  compensation 
for  labor  or  personal  services  performed 
within  the  United  States  if  he  falls  within 
either  of  the  following  classifications: 
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(a)  He  Is  temporarily  present  within  the 
United  States  for  a  period  or  periods  not 
exceeding  a  total  of  ninety  days  during  the 
taxable  year  and  the  compensation  received 
for  such  labor  or  personal  services  does  not 
exceed  $3,000.00  in  the  aggregate,  or  its  cor¬ 
responding  amount,  except  that  the  provi¬ 
sions  of  this  subparagraph  shall  not  apply  to 
remuneration  of  officers  and  directors  of 
corporations  created  or  organized  in  the 
United  States; 

(b)  He  is  temporarily  present  within  the 
United  States  for  a  period  or  periods  not  ex¬ 
ceeding  a  total  of  one  hundred  eighty-three 
days  during  the  taxable  year  and  his  com¬ 
pensation  is  received  for  labor  or  personal 
services  performed  as  a  worker  or  employee 
of,  or  under  contract  with,  a  resident  of,  or  a 
corporation  or  other  Juridical  person  created 
or  organized  in,  Belgium  which  carries  the 
actual  burden  of  the  remuneration. 

In  such  cases  Belgium  reserves  the  right  to 
tax  such  income. 

(3)  The  provisions  of  this  Article  shall 
have  no  application  to  the  income  to  which 
Article  X  relates. 

ARTICLE  xn 

( 1 )  Notwithstanding  any  provisions  of  the 
present  Convention  (other  than  paragraph 

(1)  of  Article  X)  each  of  the  two  Contract¬ 
ing  States,  in  determining  the  income  taxes. 
Including  all  surtaxes,  of  its  citizens  or  resi¬ 
dents  or  corporations  or  other  Juridical  per¬ 
sons,  may  include  in  the  basis  upon  which 
such  taxes  are  Imposed  all  items  of  income 
taxable  under  its  own  revenue  laws  as  though 
this  Convention  had  not  come  into  effect. 

(2)  In  accordance  with  the  provisions  of 
section  131  of  the  United  States  Internal 
Revenue  Code  as  in  effect  on  the  day  of  the 
entry  into  force  of  the  present  Convention, 
the  United  States  agrees  to  allow  as  a  deduc¬ 
tion  from  the  income  taxes  Imposed  by  the 
United  States  the  appropriate  amount  of 
taxes  paid  to  Belgium,  whether  paid  directly 
by  the  taxpayer  or  by  withholding. 

(3)  In  order  to  take  into  account  the  Fed¬ 
eral  income  taxes  collected  in  the  United 
States,  Belgium  agrees,  in  conformity  with 
the  provisions  of  Belgian  law  relating  to  in¬ 
come  taxes  and  the  national  crisis  tax,  as 
in  effect  on  the  day  of  the  entry  into  force 
of  the  present  Convention,  to  reduce 

(a)  to  one-fifth,  the  professional  tax  and 
the  national  crisis  tax  which  affect  that  part 
of  the  taxable  income  which  is  derived  from 
sources  within  and  taxed  by  the  United 
States, 

(b)  to  a  maximum  of  12  percent,  the  tax 
on  income  from  personal  and  real  property 
which  has  its  source  in  the  United  States, 
and 

(c)  in  derogation  of  the  provisions  of 
Belgian  law,  to  one-fourth  the  personal  com¬ 
plementary  tax  due  by  citizens  or  residents 
of  the  United  States  who  are  also  residents 
of  Belgium,  in  respect  of  income  from 
sources  within  and  taxed  by  the  United 
States. 

ARTICLE  xin 

Professors  or  teachers,  citizens  of  one  of 
the  Contracting  States,  who,  within  the 
framework  of  agreements  between  the  Con¬ 
tracting  States  or  between  teaching  estab¬ 
lishments  in  the  Contracting  States  for  the 
sending  of  professors  and  teachers,  visit 
within  the  territory  of  the  other  Contracting 
State  to  teach,  for  a  maximum  period  of  two 
years,  in  a  university,  college,  school  or  other 
teaching  establishment  in  the  territory  of 
such  other  Contracting  State,  shall  not  be 
taxed  by  such  other  State  with  respect  to  the 
remuneration  which  they  receive  for  such 
teaching. 

ARTICLE  ziv 

Students  or  apprentices,  citizens  of  one  of 
the  Contracting  States,  residing  in  the  other 
Contracting  State  exclusively  for  purposes 


of  study  or  for  acquiring  experience,  shall 
not  be  taxable  by  the  latter  State  in  respect 
of  remittances  received  by  them  from 
abroad  for  the  purposes  of  their  maintenance 
or  studies. 

ARTICLE  XV 

(1)  The  competent  authorities  of  the  Con¬ 
tracting  States  shall  exchange  such  informa¬ 
tion  (being  information  available  under  the 
respective  taxation  laws  of  the  Contracting 
States)  as  is  necessary  for  carrying  out  the 
provisions  of  the  present  Convention  or  for 
the  prevention  of  fraud  or  the  administra¬ 
tion  of  statutory  provisions  and  regulations 
against  legal  avoidance  in  relation  to  the 
taxes  which  are  the  subject  of  the  present 
Convention. 

(2)  Documents  and  Information  con¬ 
tained  therein,  transmitted  under  the  pro¬ 
visions  of  the  present  Convention  by  one  of 
the  Contracting  States  to  the  other  Con¬ 
tracting  State  shall  not  be  published, 
revealed  or  disclosed  to  any  person  except 
to  the  extent  permitted  under  the  laws  of 
the  latter  State  with  respect  to  similar  doc¬ 
uments  or  information. 

ARTICLE  XVI 

The  competent  authority  of  each  of  the 
Contracting  States  shall  furnish,  upon  re¬ 
quest  by  the  competent  authority  of  the 
other  Contracting  State,  particulars  relative 
to  the  application  in  concrete  cases  of  the 
taxes  of  the  requesting  State  to  which  the 
present  Convention  relates. 

ARTICLE  xvn 

Each  of  the  Contracting  States  shall  col¬ 
lect  taxes,  which  are  the  subject  of  this  Con¬ 
vention,  imposed  by  the  other  Contracting 
State  (as  though  such  tax  were  a  tax  im¬ 
posed  by  the  former  State)  as  will  ensure 
that  the  exemption,  or  reduced  rate  of  tax, 
as  the  case  may  be,  granted  under  the  pres¬ 
ent  Convention  by  such  other  State  shall  not 
be  enjoyed  by  persons  not  entitled  to  such 
benefits. 

ARTICLE  xvni 

(1)  In  no  case  shall  the  provisions  of 
Articles  XV,  XVI,  and  XVII  be  construed  so 
as  to  impose  upon  either  of  the  Contracting 
States  the  obligation 

(a)  to  carry  out  administrative  measures 
at  variance  with  the  regulations  and  prac¬ 
tice  of  either  Contracting  State,  or 

(b)  to  supply  information  or  particulars 
which  are  not  procurable  under  its  own  legis¬ 
lation  or  that  of  the  State  making  the 
application. 

(2)  The  State  to  which  application  is  made 
for  Information  or  assistance  shall  comply 
as  soon  as  possible  with  the  request  addressed 
to  it.  Nevertheless,  such  State  may  refuse  to 
comply  with  the  request  for  reasons  of  public 
policy  or  Jf  compliance  would  involve  viola¬ 
tion  of  a  business.  Industrial  or  trade  secret. 
In  such  case  it  shall  Inform,  as  soon  as  possi¬ 
ble,  the  State  making  the  application. 

ARTICLE  xix 

Where  a  taxpayer  shows  proof  that  the 
action  of  the  tax  administrations  of  the 
Contracting  States  has  resulted  or  will  result 
in  double  taxation  in  his  case  in  respect  of 
any  of  the  taxes  to  which  the  present  Con¬ 
vention  relates,  he  shall  be  entitled  (within 
a  period  of  two  years  from  the  date  of  the 
notification  of  the  tax  which  has  been  last 
asserted  or  proposed,  or  of  the  payment  of 
the  tax  if  such  payment  has  been  made  prior 
to  notification)  to  lodge  a  claim  with  the 
State  of  which  he  is  a  citizen,  or,  if  he  is  not 
a  citizen  of  either  of  the  Contracting  States, 
with  the  State  of  which  he  is  a  resident, 
or,  if  the  taxpayer  is  a  corporation  or  other 
Juridical  person,  with  the  State  in  which  it 
Is  created  or  organized.  Should  the  claim 
be  upheld,  the  competent  authorities  of  the 
two  contracting  States  shall  come  to  an 


agreement  with  a  view  to  equitable  avoid¬ 
ance  of  the  double  taxation  In  question. 

ARTICLE  XX 

(1)  The  provisions  of  the  present  Con¬ 
vention  shall  not  be  construed  to  restrict  in 
any  manner  any  exemption,  deduction, 
credit  or  other  allowance  accorded  by  the 
laws  of  one  of  the  Contracting  States  in 
the  determination  of  the  tax  imposed  by 
such  State. 

(2)  Should  any  difficulty  or  doubt  arise 
as  to  the  interpretation  or  application  of 
the  present  Convention,  the  competent  au¬ 
thorities  of  the  Contracting  States  shall 
settle  the  question  by  mutual  agreement. 

(3)  Citizens  or  corporations  or  other  Ju¬ 
ridical  persons  of  one  of  the  Contracting 
States  within  the  other  Contracting  State 
shall  not  be  subjected,  as  regards  the  taxes 
referred  to  in  the  present  Convention,  to 
the  payment  of  higher  taxes  than  are  im¬ 
posed  upon  the  citizens  or  corporations  or 
other  Juridical  persons  of  such  other 
Contracting  State. 

ARTICLE  XXI 

The  competent  authorities  of  the  two 
Contracting  States  may  (in  the  case  of  the 
United  States,  with  the  approval  of  the 
Secretary  of  the  Treasury,  and  in  the  case 
of  Belgium,  with  the  approval  of  the  Min¬ 
ister  of  Finance)  prescribe  regulations  neces¬ 
sary  to  carry  out  the  provisions  of  the 
present  Convention.  With  respect  to  the 
provisions  of  the  present  Convention  relat¬ 
ing  to  exchange  of  information  and  mutual 
assistance  in  the  collection  of  taxes,  such 
authorities  may,  by  common  agreement,  pre¬ 
scribe  rules  concerning  matters  of  procedure, 
forms  of  application  and  replies  thereto, 
conversion  of  currency,  disposition  of 
amounts  collected,  minimum  amounts  sub¬ 
ject  to  collection,  and  related  matters. 

ARTICLE  xxn 

(1)  Either  of  the  Contracting  States  may, 
at  the  time  of  exchange  of  Instruments  of 
ratification  or  thereafter  while  the  present 
Convention  continues  in  force,  by  a  written 
notification  of  extension  given  to  the  other 
Contracting  State  through  diplomatic  chan¬ 
nels,  declare  its  desire  that  the  operation 
of  the  present  Convention,  either  in  whole 
or  as  to  such  provisions  thereof  as  may  be 
deemed  to  have  special  application,  shall  ex¬ 
tend  to  any  of  its  colonies  or  overseas  terri¬ 
tories  which  imposes  taxes  substantially 
similar  in  character  to  those  which  are  the 
subject  of  the  present  Convention. 

(2)  In  the  event  that  a  notification  is 
given  by  one  of  the  Contracting  States  in 
accordance  with  paragraph  (1)  of  this  Arti¬ 
cle,  the  present  Convention,  or  such  provi¬ 
sions  thereof  as  may  be  specified  in  the  noti¬ 
fication,  shall  apply  to  any  territory  named 
in  such  notification  on  and  after  the  first 
day  of  January  following  the  date  of  a  writ¬ 
ten  communication  through  diplomatic 
channels  addressed  to  such  Contracting 
State  by  the  other  Contracting  State,  after 
such  action  by  the  latter  State  as  may  be 
necessary  in  accordance  with  its  own  pro¬ 
cedures,  stating  that  such  notification  is 
accepted  in  respect  of  such  territory.  In 
the  absence  of  such  acceptance,  none  of  the 
provisions  of  the  present  Convention  shall 
apply  to  such  territory. 

(3)  At  any  time  after  the  expiration  of 
one  year  from  the  effective  date  of  an  ex¬ 
tension  made  by  virtue  of  paragraphs  (1) 
and  (2)  of  this  Article,  either  of  the  Con¬ 
tracting  States  may,  by  a  written  notice 
of  termination  given  to  the  other  Con¬ 
tracting  State  through  diplomatic  channels, 
terminate  the  application  of  the  present 
Convention  to  any  territory  to  which  the 
Convention,  or  any  of  its  provisions,  has 
been  extended.  In  that  case,  the  present 
Convention,  or  the  provisions  thereof  speci¬ 
fied  in  the  notice  of  termination,  shall  cease 
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to  be  applicable  to  any  of  the  territories 
named  In  such  notice  of  ternodnatlon  on  and 
alter  the  first  day  of  January  following  the 
expiration  of  a  period  of  six  months  after 
the  date  of  such  notice;  provided,  however, 
that  this  shall  not  affect  the  continued  ap¬ 
plication  of  the  Convention,  or  any  of  the 
provisions  thereof,  to  the  United  States,  to 
Belgium,  or  to  any  territory  (not  named  In 
the  notice  of  termination)  to  which  the 
Convention,  or  such  provision  thereof, 
applies. 

(4)  For  the  application  of  the  present 
Convention  to  any  territory  to  which  it  is 
extended  by  the  United  States  or  by  Bel¬ 
gium,  references  to  "the  United  States"  or 
to  “Belgium”  or  to  one  or  the  other  Con¬ 
tracting  State,  as  the  case  may  be,  shall  be 
construed  to  refer  to  such  territory. 

(5)  For  the  purposes  of  the  present  Con¬ 
vention,  the  Belgian  Congo  shall  be  consid¬ 
ered  to  be  a  Belgian  territory  to  which  the 
provisions  of  this  Article  shall  apply. 

ARTICLE  xxni 

(1)  The  present  Convention  shall  be  rati¬ 
fied  and  the  instruments  of  ratification  shall 
be  exchanged  at  Brussels  as  soon  as  possible. 

(2)  The  present  Convention  shall  become 
effective  with  respect  to  income  derived  in 
taxable  years  beginning  on  or  after  the  first 
day  of  January  of  the  calendar  year  in  which 
the  exchange  of  the  instruments  of  ratifica¬ 
tion  takes  place,  except  that  if  such  exchange 
takes  place  after  the  thirtieth  day  of  Sep¬ 
tember  of  such  calendar  year.  Articles  VIII 
and  VIHA  and  Article  IX  (2)  shall  become 
effective  only  with  respect  to  payments  made 
after  the  thirty-first  day  of  December  of 
such  calendar  year.  It  shall  continue  effec¬ 
tive  for  a  period  of  five  years  beginning  with 
the  first  day  of  January  of  the  calendar  year 
in  which  such  exchange  takes  place  and  in¬ 
definitely  after  that  period,  but  may  be  ter¬ 
minated  by  either  of  the  Contracting  States 
at  the  end  of  the  five-year  period  or  at  any 
time  thereafter,  provided  that  at  least  six 
months’  prior  notice  of  termination  has  been 
given,  the  termination  to  become  effective 
on  the  first  day  of  January  following  the 
expiration  of  the  six-month  period. 

Proclamation  by  the  PREsroENT  op  the 

United  States  Dated  September  23,  1953 
•  •  •  *  • 

And  whereas  the  Senate  of  the  United 
States  of  America  by  their  resolution  of  July 
9,  1953.  two-thirds  of  the  Senators  present 
concurring  therein,  did  advise  and  consent 
to  the  ratification  of  the  two  conventions 
aforesaid; 

And  whereas  the  two  conventions  afore¬ 
said  were  duly  ratified  by  the  President  of 
the  United  States  of  America  on  July  23, 
1953,  in  pursuance  of  the  aforesaid  advice 
and  consent  of  the  Senate,  and  the  two  con¬ 
ventions  aforesaid  were  duly  ratified  on  the 
part  of  Belgium; 

And  whereas  the  respective  instruments 
of  ratification  of  the  two  conventions  afore¬ 
said  were  duly  exchanged  at  Brussels  on 
September  9,  1953,  and  a  protocol  of  ex¬ 
change  was  signed  at  that  place  and  on  that 
date  by  the  respective  Plenipotentiaries  of 
the  United  States  of  America  and  Belgium; 

And  whereas  it  is  provided  in  Article 
XXm  of  the  aforesaid  convention  of  October 
28,  1948,  as  amended  by  Article  I  (g)  of  the 
aforesaid  convention  of  September  9,  1952, 
that  the  convention  shall  become  effective 
with  respect  to  income  derived  in  taxable 
years  beginning  on  or  after  the  first  day  of 
January  of  the  calendar  year  in  which  the 
exchange  of  the  instruments  of  ratification 
takes  place,  provided  such  exchange  takes 
place  on  or  before  the  thirtieth  day  of  Sep¬ 
tember  of  such  calendar  year; 

And  whereas  it  is  provided  in  Article  II  of 
the  aforesaid  convention  of  September  9, 
1952,  that  the  supplementary  convention 
shall  be  regarded  as  an  integral  part  of  the 


convention  of  October  28,  1948,  and  shall 
become  effective  and  continue  effective  in 
accordance  with  Article  XXIII  of  that  con¬ 
vention  as  amended  by  Article  I  (g)  of  the 
supplementary  convention; 

Now,  therefore,  be  it  known  that  I,  Dwight 
D.  Eisenho'wer,  President  of  the  United  States 
of  America,  do  hereby  proclaim  and  make 
public  the  aforesaid  convention  of  October 
28,  1948,  and  the  aforesaid  convention  of 
September  9,  1952,  to  the  end  that  the  same 
and  every  article  and  clause  thereof  may  be 
observed  and  fulfilled  with  good  faith  by  the 
United  States  of  America,  and  by  the  citizens 
of  the  United  States  of  America,  and  all  other 
persons  subject  to  the  Jurisdiction  thereof, 
the  said  conventions  being  deemed  to  be 
effective  with  respect  to  income  derived  in 
taxable  years  beginning  on  or  after  January 
1.  1953. 

*  *  «  *  * 

§  504.102  Applicable  provisions  of 
law — (a)  In  general.  The  Internal  Rev¬ 
enue  Code  of  1954  provides,  in  part,  as 
follows: 

Subtitle  A — Income  Taxes 

*  •  •  •  • 

Sec.  894.  Income  exempt  under  treaty. 
Income  of  any  kind,  to  the  extent  required 
by  any  treaty  obligation  of  the  United  States, 
shall  not  be  included  in  gross  income  and 
shall  be  exempt  from  taxation  under  this 
subtitle. 

«  *  •  «  • 

Subtitle  F — Proce3>ure  and  Administeation 

*  •  •  •  • 

Sec.  7805.  Rules  and  regulations — (a) 
Authorization.  Except  where  such  authority 
is  expressly  given  by  this  title  to  any  person 
other  than  an  officer  or  employee  of  the 
'Treasury  Department,  the  Secretary  or  his 
delegate  shall  prescribe  all  needful  rules  and 
regulations  for  the  enforcement  of  this  title. 
Including  all  rules  and  regulations  as  may 
be  necessary  by  reason  of  any  alteration  of 
law  in  relation  to  internal  revenue. 

(b)  Retroactivity  of  regulations  or  rulings. 
The  Secretary  or  his  delegate  may  prescribe 
the  extent,  if  any,  to  which  any  ruling  or 
regulation,  relating  to  the  internal  revenue 
laws,  shall  be  applied  without  retroactive 
effect. 

«  «  •  •  • 

(b)  Internal  Revenue  Code  of  1939. 
Any  reference  in  §§  504.101  to  504.121  to 
any  provision  of  the  Internal  Revenue 
Code  of  1954  shall,  where  applicable,  be 
deemed  also  to  refer  to  the  correspond¬ 
ing  provision  of  the  Internal  Revenue 
Code  of  1939. 

(c)  Effective  date  of  regulations. 
Pursuant  to  section  7805  of  the  Internal 
Revenue  Code  of  1954,  Article  XXI  of 
the  convention,  and  other  provisions  of 
the  internal  revenue  laws  of  the  United 
States,  §§  504.101  to  504.121,  are  hereby 
prescribed  effective  with  respect  to  in¬ 
come  derived  in  taxable  years  beginning 
on  or  after  January  1,  1953.  All  regula¬ 
tions  inconsistent  herewith  are  modified 
accordingly. 

§  504.103  Scope  of  the  convention— > 
(a)  Purposes  of  the  convention.  The 
primary  purposes  of  the  convention,  to 
be  accomplished  on  a  reciprocal  basis, 
are  to  avoid  double  taxation  upon  cer¬ 
tain  items  of  income  derived  from 
sources  within  one  country  by  citizens, 
residents,  or  corporations  or  other  en¬ 
tities  of  the  other  country,  and  to  pro¬ 
vide  for  administrative  cooperation  be¬ 
tween  the  competent  tax  authorities  of 
the  two  countries  looking  to  the  avoid- 
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ance  of  double  taxation  and  the  pre¬ 
vention  of  fiscal  evasion. 

(b)  Exemption  from  United  States  tax 
of  income  from  sources  within  the 
United  States.  The  following  items  of 
income  from  sources  within  the  United 
States  are  exempt  from  United  States 
tax  for  taxable  years  beginning  on  or 
after  January  1,  1953,  subject  to  the 
respective  articles  of  the  convention: 

(1)  Industrial  and  commercial  profits 
of  a  Belgian  enterprise  having  no  perma¬ 
nent  establishment  in  the  United  States 
Article (  III) ; 

(2)  Income  derived  by  a  Belgian  en¬ 
terprise  from  the  operation  of  ships  or 
aircraft  registered  in  Belgium  (Article 
VU) ; 

(3)  Patent  and  copyright  royalties, 
and  other  like  amounts,  including 
motion  picture  film  rentals,  derived  by  a 
nonresident  alien  who  is  a  resident  of 
Belgium,  or  by  a  Belgian  corporation  or 
other  entity,  if  such  alien,  corporation, 
or  other  entity  has  no  permanent  estab¬ 
lishment  in  the  United  States  (Article 

rx) ; 

(4)  Private  pensions  and  annuities 
paid  to  a  nonresident  alien  individual 
who  is  a  resident  of  Belgium  (Article  X) ; 

(5)  Compensation,  subject  to  certain 
limitations,  for  personal  services  per¬ 
formed  in  the  United  States  by  a  nonres¬ 
ident  alien  individual  who  is  a  resident 
of  Belgium  (Article  XI) ;  and 

(6)  Remuneration  derived  from  cer¬ 
tain  teaching  in  the  United  States  by  a 
nonresident  alien  professor  or  teacher 
who  is  a  citizen  of  Belgium  (Article 

xm). 

(c)  Reduced  rates  of  United  States 
tax  on  certain  dividends  and  interest. 
Dividends  and  interest  derived  from 
sources  within  the  United  States  by  a 
nonresident  alien  who  is  a  resident  of 
Belgium,  or  by  a  Belgian  corporation  or 
other  entity,  are  subject  to  United  States 
tax  at  reduced  rates  if  such  alien,  corpo¬ 
ration  or  other  entity  has  no  permanent 
establishment  in  the  United  States  (Ar¬ 
ticles  VIII  and  VULA) . 

(d)  Exemption  from  United  States 
tax  of  certain  amounts  paid  by  Belgium. 
Compensation,  pensions,  and  annuities 
paid  by  Belgium  to  a  Belgian  citizen 
(whether  or  not  he  is  also  a  citizen  of  the 
United  States)  who  is  residing  in  the 
United  States  are  exempt  from  United 
States  tax  (Article  X). 

(e)  Exemption  from  United  States  tax 
of  certain  amounts  received  by  students 
or  apprentices.  Remittances  received 
from  abroad  for  the  purpose  of  mainte¬ 
nance  or  studies  by  a  nonresident  alien 
student  or  apprentice  who  is  a  citizen 
of  Belgium  temporarily  present  in  the 
United  States  under  specified  circum¬ 
stances  are  exempt  from  United  States 
tax  (Article  XTV). 

(f)  Liability  to  United  States  tax  of 
United  States  citizens  and  residents. 
Any  citizen  of  Belgium  who  is  a  resident 
of  the  United  States  is  liable  to  United 
States  tax  as  though  the  convention  had 
not  come  into  effect;  however,  such  indi¬ 
vidual  is  entitled  to  the  benefits  of 
Article  X  (1),  relating  to  government 
wages,  salaries,  pensions,  and  annuities. 
Article  XII  (2) ,  relating  to  credit  against 
United  States  tax  for  Belgian  tax,  and 
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Article  XX.  Moreover,  a  citizen  of  the 
United  States,  even  though  resident  in 
Belgium,  or  a  domestic  corporation,  even 
though  engaged  in  trade  or  business  in 
Belgium  through  a  permanent  estab¬ 
lishment  situated  therein,  is  liable  to 
United  States  tax  as  though  the  con¬ 
vention  had  not  come  into  effect;  how¬ 
ever  such  individual  or  domestic  corpo¬ 
ration  is  entitled  to  the  benefits  of  Article 
XII  (2) ,  relating  to  credit  against  United 
States  tax  for  Belgian  tax,  and  such  in¬ 
dividual  is  entitled  to  the  benefits  of 
Article  X  (1)  insofar  as  it  relates  to 
government  wages,  salaries,  pensions, 
and  annuities  in  the  case  of  dual  citizen¬ 
ship. 

(g)  Liability  to  United  States  tax  of 
certain  nonresident  aliens  and  foreign 
corporations.  Except  as  otherwise  ex¬ 
pressly  provided  by  the  convention,  the 
United  States  tax  liability  of  a  non¬ 
resident  alien  who  is  a  resident  of  Bel¬ 
gium,  or  of  a  Belgian  corporation  or 
other  entity,  is  to  be  determined  in  ac¬ 
cordance  with  the  provisions  of  the 
Internal  Revenue  Code  of  1954  relating 
to  nonresident  alien  individuals  and 
foreign  corporations. 

§  504.104  Definitions — (a)  In  general. 
Any  term  defined  in  the  convention  or 
by  §§  504.101  to  504.121  shall  have  the 
meaning  so  assigned  to  it.  Unless  the 
context  requires  otherwise,  any  term 
not  so  defined  shall  have  the  meaning 
which  it  has  under  the  internal  revenue 
laws  of  the  United  States. 

(b)  Specific  terms.  As  used  in 
§§  504.101  to  504.121: 

(1)  United  States  tax.  The  term 
“United  States  tax”  means  the  Federal 
income  taxes,  including  surtaxes,  and 
any  other  income  tax  of  a  substantially 
similar  character  imposed  by  the  United 
States  after  October  28,  1948. 

(2)  Belgian  tax.  The  term  “Belgian 
tax”  means  the  income  taxes,  the  na¬ 
tional  crisis  tax,  and  the  personal  com¬ 
plementary  tax  of  Belgium,  including  all 
additions  to  these  taxes,  and  any  other 
tax  of  a  substantially  similar  character 
imposed  by  Belgium  after  October  28, 
1948. 

(3)  United  States.  The  term  “United 
States”  means  the  United  States  of 
America,  and  when  used  in  a  geographi¬ 
cal  sense,  means  the  States,  the  Terri¬ 
tories  of  Alaska  and  Hawaii,  and  the 
District  of  Columbia. 

(4)  Belgium.  The  term  “Belgium” 
when  used  in  a  geographical  sense  means 
the  Kingdom  of  Belgium  in  Europe. 

(5)  Enterprise.  The  term  “enter¬ 
prise”  means  any  commercial  or  indus¬ 
trial  enterprise  or  undertaking  carried 
on  by  any  person  (e.  g.,  an  individual,  a 
partnership,  or  a  corporation).  It  in¬ 
cludes  such  activities  as  manufacturing, 
merchandising,  mining,  processing, 
banking,  and  insuring.  It  does  not  in¬ 
clude  the  rendition  of  personal  services. 
Hence,  a  nonresident  alien  who  is  a  citi¬ 
zen  or  resident  of  Belgium  and  who  per¬ 
forms  personal  services  is  not,  merely  by 
reason  of  those  services,  engaged  in  a 
Belgian  enterprise  within  the  meaning 
of  the  convention,  and  his  liability  to 
United  States  tax  is  not  determined 
under  Article  HI  of  the  convention,  if 


he  has  not  otherwise  carried  on  a  Bel¬ 
gian  enterprise. 

(6)  United  States  enterprise.  The 
term  “United  States  enterprise”  means 
an  enterprise  carried  on  in  the  United 
States  by  a  citizen  or  resident  of  the 
United  States  or  by  a  corporation  or 
other  juridical  person  created  or  organ¬ 
ized  in  the  United  States  or  under  the 
laws  of  the  United  States  or  of  any  State 
or  Territory  of  the  United  States. 

(7)  Belgian  enterprise.  The  term 
“Belgian  enterprise”  means  an  enter¬ 
prise  carried  on  in  Belgium  by  a  non¬ 
resident  alien  who  is  a  citizen  or  resident 
of  Belgium  or  by  a  corporation  or  other 
juridical  person  created  or  organized  in 
Belgium  or  under  the  laws  of  Belgiiun. 

(8)  Permanent  establishment — (i) 
Fixed  place  of  business.  The  term 
“permanent  establishment”,  when  used 
with  respect  to  an  enterprise,  means  a 
branch,  factory,  mine,  oil  well,  planta¬ 
tion,  workshop,  warehouse,  installation, 
or  other  fixed  place  of  business.  It  im¬ 
plies  the  active  conduct  of  a  business 
enterprise.  The  mere  ownership,  for 
example,  of  timberlands  or  a  warehouse 
in  the  United  States  by  a  Belgian  enter¬ 
prise  does  not  mean  that  such  enterprise, 
in  the  absence  of  any  business  activity 
therein,  has  a  permanent  establishment 
in  the  United  States. 

(ii)  Agency.  A  Belgian  enterprise 
which  has  an  agency  in  the  United  States 
does  not  thereby  have  a  permanent  es¬ 
tablishment  in  the  United  States,  imless 
the  agent  has,  and  habitually  exercises, 
a  general  authority  to  negotiate  and  con¬ 
clude  contracts  on  behalf  of  the  enter¬ 
prise,  or  unless  he  has  control  over  a 
stock  of  merchandise  from  which  he 
regularly  fills  orders  on  its  behalf.  If 
the  enterprise  has  an  agent  in  the  United 
States  who  has  ix)wer  to  contract  on  its 
behalf,  but  only  at  fixed  prices  and  under 
conditions  determined  by  the  enterprise, 
it  does  not  thereby  necessarily  have  a 
permanent  establishment  in  the  United 
States.  The  mere  fact  that  an  agent  of 
a  Belgian  enterprise — assuming  he  has 
no  general  authority  to  negotiate  and 
conclude  contracts  on  behalf  of  his  prin¬ 
cipal — maintains  samples,  or  occasion¬ 
ally  fills  orders  from  incidental  stocks 
of  goods  maintained,  in  the  United  States 
does  not  of  itself  mean  that  the  enter¬ 
prise  has  a  permanent  establishment  in 
the  United  States.  The  mere  fact  that 
salesmen,  employees  of  a  Belgian  enter¬ 
prise,  promote  the  sale  of  their  em¬ 
ployer’s  products  in  the  United  States  or 
that  a  Belgian  enterprise  transacts  busi¬ 
ness  in  the  United  States  by  means  of 
mail  order  activities  does  not  mean  that 
the  enterprise  has  a  permanent  estab¬ 
lishment  in  the  United  States.  A  Belgian 
enterprise  shall  not  be  deemed  to  have 
a  permanent  establishment  in  the  United 
States  merely  because  it  carries  on  busi¬ 
ness  dealings  in  the  United  States 
through  a  bona  fide  commission  agent 
or  broker  acting  in  the  ordinary  course 
of  his  business  as  such. 

(iii)  Subsidiary  corporation.  The 
fact  that  a  Belgian  corporation  has  a 
domestic  subsidiary  corporation,  or  a 
foreign  subsidiary  corporation  which  is 
engaged  in  trade  or  business  in  the 
United  States  through  a  permanent  es¬ 


tablishment  situated  therein,  does  not  of 
itself  constitute  either  subsidiary  corpo¬ 
ration  a  United  States  permanent  estab¬ 
lishment  of  the  Belgian  parent  corpora¬ 
tion. 

(9)  Industrial  and  commercial  profits. 
The  term  “industrial  and  commercial 
profits”  means  profits  arising  from  in¬ 
dustrial,  commercial,  mercantile,  manu¬ 
facturing,  and  like  activities  of  an  enter¬ 
prise.  It  does  not  include  the  following: 

(i)  Income  from  real  property; 

(ii)  Income  from  mortgages,  public 
funds,  securities  (including  mortgage 
bonds),  loans  deposits,  and  current  ac¬ 
counts; 

(iii)  Dividends  and  other  income  from 
shares  in  a  corporation; 

(iv)  Rentals  or  royalties  arising  from 
leasing  personal  property  or  from  any 
interest  in  such  property,  including  rent¬ 
als  or  royalties  for  the  use  of,  or  for  the 
privilege  of  using,  patents,  copyrights, 
secret  processes  and  formulae,  good  will, 
trade  marks,  trade  brands,  franchises, 
and  other  like  property; 

(V)  Profit  or  loss  from  the  sale  or  ex¬ 
change  of  capital  assets;  and 

(vi)  Compensation  for  labor  or  per¬ 
sonal  services. 

(10)  Commissioner.  The  term  “Com¬ 
missioner”  means  the  Commissioner  of 
Internal  Revenue  or  his  duly  authorized 
representative. 

(11)  Directeur  General.  The  term 
“Directeur  General”  means  the  Direc¬ 
teur  General  de  I’Administration  des 
Contributions  Directes  of  Belgium  or  his 
duly  authorized  representative. 

§  504.105  Industrial  and  commercial 
profits — (a)  In  general.  (1)  Article  HI 
(1)  of  the  convention  adopts  the  prin¬ 
ciple  that  an  enterprise  of  one  of  the 
contracting  States  shall  not  be  taxable 
by  the  other  contracting  State  in  respect 
of  its  industrial  and  commercial  profits 
unless  it  is  engaged  in  trade  or  business 
in  the  latter  State  through  a  permanent 
establishment  situated  therein.  Ac¬ 
cordingly,  a  Belgian  enterprise  is  subject 
to  United  States  tax  upon  its  industrial 
and  commercial  profits,  to  the  extent  of 
such  profits  from  sources  within  the 
United  States,  only  if  it  is  engaged  in 
trade  or  business  in  the  United  States  at 
some  time  during  the  taxable  year 
through  a  permanent  establishment  sit¬ 
uated  therein. 

(2)  Prom  the  standpoint  of  the  United 
States  tax,  Articie  IH  (1)  has  applica¬ 
tion  only  to  a  Belgian  enterprise  and  its 
industrial  and  commercial  profits  from 
sources  within  the  United  States.  Thus, 
a  nonresident  alien  individual  who  is  a 
citizen  or  resident  of  Belgium,  or  a  Bel¬ 
gian  corporation  or  other  entity,  carrying 
on  an  enterprise  which  is  not  a  Belgian 
enterprise  is  subject  to  tax  on  such 
profits  pursuant  to  section  871  (c)  or 
section  882  (a).  Internal  Revenue  Code 
of  1954,  if  such  alien,  corporation,  or 
other  entity  was  engaged  in  trade  or 
business  in  the  United  States  at  any  time 
during  the  taxable  year,  even  though  it 
did  not  have  a  permanent  establishment 
therein  at  any  time  within  such  year. 

(b)  No  United  States  permanent  es- 
tablishment.  A  Belgian  enterprise  is  not 
subject  to  United  States  tax  with  respect 
to  its  industrial  and  commercial  profits 
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from  sources  within  the  United  States, 
nor  are  such  profits  includible  in  gross 
income,  if  the  enterprise  at  no  time  dur¬ 
ing  the  taxable  year  in  which  such  profits 
were  derived  was  engaged  in  trade  or 
business  in  the  United  States  through 
a  permanent  establishment  situated 
therein.  For  example,  if  during  the 
taxable  year,  an  enterprise  carried  on  in 
Belgium  by  a  nonresident  alien  indi¬ 
vidual  who  is  a  citizen  or  resident  of 
Belgium,  or  by  a  Belgian  corporation, 
were  to  sell  merchandise,  such  as  tex¬ 
tiles,  chemicals,  or  electrical  products, 
in  the  United  States  through  a  bona  fide 
commission  agent  or  broker  in  the 
United  States  acting  in  the  ordinary 
course  of  his  business  as  such  agent  or 
broker,  the  profits  arising  from  the  sale 
would  not  be  includible  in  gross  income 
and  would  be  exempt  from  United  States 
tax  under  Article  ni  (1)  of  the  con¬ 
vention.  Similarly,  if  during  the  tax¬ 
able  year,  the  enterprise  were  to  secure 
orders  in  the  United  States  for  such  mer¬ 
chandise  through  its  sales  agents  whose 
sole  function  in  the  United  States  is  sales 
promotion,  the  orders  being  transmitted 
to  Belgium  for  acceptance,  then  the 
profits  arising  from  such  sales  would  not 
be  includible  in  gross  income  and  would 
be  exempt  from  United  States  tax. 

(c)  United  States  permanent  estab~ 
lishment — (1)  In  general.  A  Belgian 
enterprise  is  subject  to  United  States  tax 
with  respect  to  its  industrial  and  com¬ 
mercial  profits  from  sources  within  the 
United  States  to  the  same  extent  as  are 
nonresident  aliens  or  foreign  corpora¬ 
tions,  which  are  subject  to  tax  pursuant 
to  section  871  (c)  or  section  882  (a). 
Internal  Revenue  Code  of  1954,  if  such 
enterprise  at  any  time  during  the  tax¬ 
able  year  in  which  such  profits  were  de¬ 
rived  was  engaged  in  trade  or  business 
in  the  United  States  through  a  perma¬ 
nent  establishment  situated  therein.  If 
it  was  so  engaged,  it  is  subject  to  United 
States  tax  upon  its  entire  income  from 
sources  within  the  United  States,  except 
to  the  extent  otherwise  exempt  from 
United  States  tax. 

(2)  Allocation  of  profits  thereto.  In 
the  determination  of  the  income  taxable 
to  such  enterprise  for  purposes  of  the 
United  States  tax,  all  industrial  and 
commercial  profits  from  sources  within 
the  United  States  shall  be  deemed  to  be 
allocable  to  the  permanent  establish¬ 
ment  in  the  United  States.  Hence,  if  a 
Belgian  enterprise  which  had  a  perma¬ 
nent  establishment  in  the  United  States 
at  some  time  during  the  taxable  year 
were  to  sell  in  the  United  States,  through 
a  bona  fide  commission  agent  therein 
acting  in  the  ordinary  course  of  his  busi¬ 
ness  as  such,  merchandise  which  was 
produced  in  Belgium,  the  profits  arising 
from  such  sale  would  be  allocable  to  the 
permanent  establishment  to  the  extent 
they  were  derived  from  sources  within 
the  United  States,  even  though  the  sale 
was  made  independently  of  the  perma¬ 
nent  establishment. 

(3)  Determination  of  profits  thereof. 
The  industrial  and  commercial  profits 
allocable  to  the  permanent  establish¬ 
ment  in  the  United  States  shall  be  its  net 
industrial  and  commercial  profits  deter¬ 
mined  as  if  the  establishment  were  an 


independent  enterprise  engaged  in  the 
same  or  similar  activities  under  the  same 
or  similar  conditions.  Such  net  profits 
will,  in  principle,  be  determined  on  the 
basis  of  the  separate  accounts  pertaining 
to  such  establishment.  In  arriving  at 
such  net  profits,  there  shall  be  allowed 
as  deductions  all  expenses,  wherever  in¬ 
curred,  insofar  as  they  are  reasonably 
allocable  to  the  permanent  establish¬ 
ment,  including  executive  and  general 
administrative  expenses  so  allocable. 
When  necessary  in  making  this  determi¬ 
nation,  the  Commissioner  may  rectify 
the  accounts  produced,  notably  to  cor¬ 
rect  errors  and  omissions  or  to  re-estab¬ 
lish  the  costs,  prices  or  remunerations 
entered  in  the  books  at  the  value  which 
would  prevail  between  independent  per¬ 
sons.  In  the  event  that — 

(i)  An  establishment  does  not  produce 
an  accounting  showing  its  own  opera¬ 
tions,  or 

(ii)  The  accounting  produced  does  not 
correspond  to  the  normal  usages  of  the 
trade  in  the  United  States,  or 

(iii)  The  rectifications  so  provided 
cannot  be  effected, 

the  Commissioner  may  determine  the 
net  industrial  and  commercial  profits  by 
applying  to  the  operations  of  the  estab¬ 
lishment  such  methods  or  formulae  as 
may  be  fair  and  reasonable. 

(d)  United  States  establishment  for 
purchase  of  merchandise.  Article  III 
(2)  of  the  convention  adopts  the  prin¬ 
ciple  that  an  enterprise  of  one  of  the  con¬ 
tracting  States  is  not  subject  to  taxation 
by  the  other  contracting  State  in  respect 
of  its  industrial  and  commercial  profits 
if  it  maintains  in  the  latter  State  only  an 
establishment  w’hich  confines  itself  to 
the  purchasing  of  merchandise  for  the 
purpose  of  supplying  establishments 
which  such  enterprise  maintains  in  the 
former  State.  Accordingly,  a  Belgian 
enterprise  is  not  subject  to  United  States 
tax  upon  such  profits  if  it  maintains  in 
the  United  States  only  an  establishment 
confining  itself  to  the  purchasing  of  mer¬ 
chandise  for  such  Belgian  enterprise. 
In  the  event  that  such  establishment 
does  not  so  confine  itself  or  in  the  event 
that  such  Belgian  enterprise  also  main¬ 
tains  in  the  United  States  any  other  kind 
of  establishment,  then  the  exemption 
accorded  by  Article  III  (2)  shall  not 
apply. 

§  504.106  Control  of  a  United  States 
enterprise  by  a  Belgian  enterprise.  Ar¬ 
ticle  V  of  the  convention  provides,  in 
effect,  that  if  a  Belgian  enterprise  by  rea¬ 
son  of  its  control  of  a  United  States 
enterprise  imposes  on  the  latter  enter¬ 
prise  conditions  different  from  those 
which  would  result  from  normal  business 
relations  between  independent  enter¬ 
prises,  the  accounts  between  the  enter¬ 
prises  shall  be  adjusted  in  order  to  ascer¬ 
tain  the  true  taxable  income  of  each 
enterprise.  The  purpose  is  to  place  the 
controlled  United  States  enterprise  on  a 
tax  parity  with  an  uncontrolled  United 
States  enterprise  by  determining,  ac¬ 
cording  to  the  standard  of  an  uncon¬ 
trolled  enterprise,  the  true  taxable  in¬ 
come  from  the  property  and  business  of 
the  controlled  enterprise.  The  basic  ob¬ 
jective  of  the  article  is  that  if  the 
accounting  records  do  not  truly  reflect 


the  taxable  Income  from  the  property 
and  business  of  the  United  States  enter¬ 
prise,  the  Commissioner  shall  intervene, 
and,  by  making  such  distributions, 
apportionments  or  allocations  as  he  may 
deem  necessary  of  gross  income,  deduc¬ 
tions,  credits  or  allowances,  or  of  any 
item  or  element  affecting  taxable  income, 
between  the  United  States  enterprise 
and  the  Belgian  enterprise  by  which  it 
is  controlled  or  directed,  shall  determine 
the  true  taxable  income  of  the  United 
States  enterprise.  The  provisions  of 
section  482  of  the  Internal  Revenue  Code 
of  1954,  and  the  regulations  thereunder, 
shall,  insofar  as  applicable,  be  followed 
in  the  determination  of  the  taxable  in¬ 
come  of  the  United  States  enterprise. 

§  504.107  Income  from  operation  of 
ships  or  aircraft.  Under  Article  VII  of 
the  convention,  so  much  of  the  income 
from  sources  within  the  United  States 
of  a  Belgian  enterprise  as  consists  of 
earnings  derived  from  the  operation  of 
ships  or  aircraft  registered  in  Belgium 
shall  not  be  included  in  gross  income  and 
shall  be  exempt  from  United  States  tax, 
even  though  at  some  time  during  the 
taxable  year  the  enterprise  was  engaged 
in  trade  or  business  in  the  United  States 
through  a  permanent  establishment 
situated  therein.  The  provisions  of  Ar¬ 
ticle  VII  shall  not  be  deemed  to  affect  the 
provisions  for  relief  from  double  income 
taxation  on  shipping  profits  contained 
in  the  exchange  of  notes  between  the 
United  States  and  Belgium,  dated  Janu¬ 
ary  28,  1936  (Executive  Agreement  Se¬ 
ries,  No.  87;  49  Stat.  3871). 

§  504.108  Dividends  and  interest — (a) 
In  general.  (1)  The  rate  of  United 
States  tax  imposed  by  the  Internal  Reve¬ 
nue  Code  of  1954  upon  dividends  and 
upon  interest  on  bonds,  securities,  notes, 
debentures,  or  any  other  form  of  indebt¬ 
edness  (including  interest  on  obligations 
of  the  United  States  and  its  instrumen¬ 
talities  and  on  mortgages  and  bonds  se¬ 
cured  by  real  property),  derived  from 
sources  within  the  United  States  by  a 
nonresident  alien  individual  who  is  a 
resident  of  Belgium  or  by  a  Belgian  cor¬ 
poration  or  other  entity,  shall  not  exceed 
15  percent  under  the  provisions  of  Ar¬ 
ticles  VIII  and  VIIIA  of  the  convention, 
if  such  alien,  corporation,  or  other  en¬ 
tity  at  no  time  during  the  taxable  year 
in  which  such  dividends  or  interest  was 
derived  had  a  permanent  establishment 
within  the  United  States. 

(2)  If,  for  example,  a  nonresident 
alien  individual  who  is  a  resident  of  Bel¬ 
gium  performs  personal  services  within 
the  United  States  during  the  taxable 
year,  but  has  at  no  time  during  such  year 
a  permanent  establishment  within  the 
United  States,  he  is  entitled  to  the  re¬ 
duced  rate  of  tax  with  respect  to  divi¬ 
dends  derived  in  that  year  from  United 
States  sources,  as  provided  in  Article 
Vin  of  the  convention,  even  though  un¬ 
der  the  provisions  of  section  871  (c)  of 
the  Internal  Revenue  Code  of  1954  he 
has  engaged  in  trade  or  business  within 
the  United  States  during  such  year  by 
reason  of  his  having  performed  personal 
services  therein. 

§  504.109  Real  property  income  and 
natural  resource  royalties — (a)  In  gen- 
eral.  Income  of  whatever  nature  de- 
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rived  by  a  nonresident  alien  who  is  a 
resident  of  Belgium,  or  by  a  Belgian  cor¬ 
poration  or  other  entity,  from  real  prop¬ 
erty  situated  in  the  United  States, 
including  gains  derived  from  the  sale  or 
exchange  of  such  property,  rentals  and 
royalties  from  such  property,  and  rentals 
and  royalties  in  respect  of  the  operation 
of  mines,  quarries,  timber,  or  other  nat¬ 
ural  resources  situated  in  the  United 
States,  is  not  exempt  from  United  States 
tax  by  the  convention.  Such  items  of 
income  are  subject  to  taxation  under  the 
provisions  of  the  Internal  Revenue  Code 
of  1954  generally  applicable  to  the  taxa¬ 
tion  of  nonresident  alien  individuals  and 
foreign  corporations.  See  Articles  VI 
and  IX  (1)  of  the  convention.  Interest 
derived  from  mortgages  and  bonds  se¬ 
cured  by  real  property  does  not  consti¬ 
tute  income  from  real  property  for  the 
purpose  of  this  section  but  is  subject  to 
the  provisions  applicable  to  interest  gen¬ 
erally.  See  §  504.108. 

(b)  Net  basis — (1)  In  general.  Not¬ 
withstanding  the  provisions  of  para¬ 
graph  (a)  of  this  section,  a  nonresident 
alien  who  is  a  resident  of  Belgium,  or  a 
Belgian  corporation  or  other  entity,  who 
during  the  taxable  year  derives  from 
sources  within  the  United  States  any 
rentals  or  royalties  from  real  property 
situated  in  the  United  States  or  in  re¬ 
spect  of  the  operation  of  mines,  quarries, 
timber,  or  other  natural  resources  sit¬ 
uated  therein  may  elect  for  such  taxable 
year  to  be  subject  to  United  States  tax 
on  a  net  basis  as  though  such  alien,  cor¬ 
poration.  or  other  entity  were  engaged  in 
trade  or  business  in  the  United  States 
during  such  year  through  a  permanent 
establishment  situated  therein.  See 
Article  IX  (1)  of  the  convention. 

(2)  Manner  of  election.  The  nonresi¬ 
dent  alien  individual  who  is  a  resident 
of  Belgium  shall  signify  his  election  to 
be  subject  to  tax  on  such  a  basis  by 
filing  Form  1040B  clearly  marked  at  the 
top  of  the  first  page  thereof  as  follows: 
“Return  of  Resident  of  Belgium  Electing 
to  File  on  a  Net  Basis  Pursuant  to 
Article  IX  of  Belgian  Income  Tax 
Convention.”  The  Belgian  corporation 
shall  signify  its  election  to  be  subject 
to  tax  on  such  a  basis  by  filing  Form  1120 
clearly  marked  at  the  top  of  the  first 
page  thereof  as  follows:  “Return  of  Bel¬ 
gian  Corporation  Electing  to  File  on  a 
Net  Basis  Pursuant  to  Article  IX  of  Bel¬ 
gian  Income  Tax  Convention.”  An  elec¬ 
tion  so  signified  shall  be  irrevocable  for 
the  taxable  year  for  which  such  election 
is  made.  All  income  from  sources  within 
the  United  States,  including  gains  from 
the  sale  or  exchange  of  capital  assets  or 
of  other  property,  shall  be  disclosed  on 
the  return  so  filed.  See  sections  871  and 
882  of  the  Internal  Revenue  Code  of  1954 
and  the  regulations  thereunder. 

§  504.110  Patent  and  copyright  royaU 
ties  and  film  rentals.  Royalties  repre¬ 
senting  consideration  for  the  right  to 
use  copyrights,  patents,  secret  processes 
and  formulae,  trade  marks,  and  other 
analogous  rights,  including  rentals  in 
respect  of  motion  picture  films,  which 
are  derived  from  sources  within  the 
United  States  by  a  nonresident  alien 
individual  who  is  a  resident  of  Belgium, 


or  by  a  Belgian  corporation  or  other 
entity,  are  exempt  from  United  States 
tax  imder  the  provisions  of  Article  IX 
(2)  of  the  convention  if  such  alien,  cor¬ 
poration,  or  other  entity  at  no  time  dur¬ 
ing  the  taxable  year  in  which  such  items 
of  income  were  derived  had  a  permanent 
establishment  in  the  United  States. 

§  504.111  Government  wages,  salaries, 
pensions,  and  annuities — (a)  In  general. 
Under  Article  X  (1)  of  the  convention, 
amoimts  constituting  wages,  salaries,  or 
similar  compensation,  or  pensions  or  an¬ 
nuities,  paid  by  Belgium  or  its  political 
subdivisions  or  territories  to  individuals 
residing  in  the  United  States  who  are 
Belgian  citizens  (whether  or  not  also 
citizens  of  the  United  States)  are  not 
includible  in  gross  income  and  are 
exempt  from  United  States  tax. 

(b)  Definitions.  As  used  in  this  sec¬ 
tion,  the  term  “pensions”  means  periodic 
payments  made  in  consideration  for 
services  rendered  or  by  way  of  compen¬ 
sation  for  injuries  received,  and  the 
term  “annuities”  means  a  stated  sum 
payable  periodically  at  stated  times 
under  an  obligation  to  make  the  pay¬ 
ments  in  consideration  of  money  paid. 

(c)  Other  provisions.  The  exclusion 
from  gross  income  and  the  exemption 
from  United  States  tax  provided  by  this 
section  shall  not  be  denied  despite  the 
provisions  of  Article  XII  (1)  of  the  con¬ 
vention.  See  §  504.116.  As  to  the  taxa¬ 
tion  generally  of  compensation  of  alien 
employees  of  foreign  governments  and 
the  consequences  of  executing  and  filing 
the  waiver  provided  for  in  section  247 
(b)  of  the  Immigration  and  Nationality 
Act,  see  section  893  of  the  Internal  Rev¬ 
enue  Code  of  1954  and  the  regulations 
thereunder. 

§  504.112  Private  pensions  and  annui¬ 
ties — (a)  In  general.  In  accordance 
with  Article  X  (2)  of  the  convention,  pri¬ 
vate  pensions  and  annuities  derived 
from  sources  within  the  United  States 
and  paid  to  a  nonresident  alien  individ¬ 
ual  who  is  a  resident  of  Belgium  shall  not 
be  includible  in  gross  income  and  shall 
be  exempt  from  United  States  tax,  even 
though  at  some  time  during  the  taxable 
year  in  which  such  items  of  income  were 
derived  the  individual  was  engaged  in 
trade  or  business  in  the  United  States 
through  a  permanent  establishment  sit¬ 
uated  therein. 

(b)  Definitions.  As  used  in  this  sec¬ 
tion,  the  term  “pensions”  means  peri¬ 
odic  payments  made  in  consideration 
for  services  rendered  or  by  way  of  com¬ 
pensation  for  injuries  received,  and  the 
term  “annuities”  means  a  stated  sum 
payable  periodically  at  stated  times 
imder  an  obligation  to  make  the  pay¬ 
ments  in  consideration  of  money  paid. 
Neither  term  includes  retired  pay  or 
pensions  paid  by  the  United  States  or 
by  any  State  or  Territory  of  the  United 
States. 

§  504.113  Compensation  for  labor  or 
personal  services — (a)  Exemption  from 
United  States  tax.  Under  Article  XI  (2) 
of  the  convention,  compensation  re¬ 
ceived  by  a  nonresident  alien  individual 
who  is  a  resident  of  Belgium  for  labor 
or  personal  services  performed  in  the 
United  States  shall  not  be  includible  in 


gross  income  and  shall  be  exempt  from 
United  States  tax  in  either  of  the  fol¬ 
lowing  situations: 

(1)  Belgian  employers.  Where  such 
individual  is  temporarily  present  in  the 
United  States  for  a  period  or  periods 
not  exceeding  in  the  aggregate  a  total 
of  183  days  during  a  taxable  year  begin¬ 
ning  on  or  after  January  1,  1953,  and 
where  the  compensation,  regardless  of 
amount,  received  by  him  (irrespective  of 
when  received,  if  received  in  taxable 
years  beginning  on  or  after  January  1, 
1953)  for  such  labor  or  personal  services 
performed  in  the  United  States  during 
such  year,  was  earned  as  a  worker  for 
or  an  employee  of,  or  under  contract 
with,  a  nonresident  alien  who  is  a  resi¬ 
dent  of  Belgium,  or  a  Belgian  corpora¬ 
tion  or  other  entity.  For  the  exemption 
from  tax  provided  by  this  subparagraph 
to  apply,  the  Belgian  resident,  or  the 
Belgian  corporation  or  other  entity,  for 
whom  the  labor  or  personal  services  are 
performed  must  actually  bear  the  ex¬ 
pense  of  such  compensation  and  must 
not  be  reimbursed  therefor  by  any  other 
person.  For  the  purpose  of  the  exemp¬ 
tion,  it  is  immaterial  that  the  Belgian 
resident,  corporation  or  other  entity  for 
whom  the  labor  or  personal  services  are 
performed  is  engaged  in  trade  or  busi¬ 
ness  in  the  United  States. 

(2)  Other  employers.  Where  such  in¬ 
dividual  is  temporarily  present  in  the 
United  States  for  a  period  or  periods  not 
exceeding  in  the  aggregate  a  total  of  90 
days  during  a  taxable  year  beginning  on 
or  after  January  1,  1953,  and  where  the 
compensation  received  by  him  (irrespec¬ 
tive  of  when  received,  if  received  in  tax¬ 
able  years  beginning  on  or  after  January 
1,  1953)  for  such  labor  or  personal  serv¬ 
ices  performed  in  the  United  States  dur¬ 
ing  such  year  does  not  exceed  $3,000  in 
the  aggregate  or  the  equivalent  thereof. 
The  provisions  of  this  subparagraph  do 
not  apply  to  remuneration  of  officers  and 
directors  of  domestic  corporations  for 
services  performed  as  such  officers  and 
directors.  Application  of  the  provisions 
of  this  subparagraph  may  be  illustrated 
by  the  following  examples: 

Example  (1).  B,  a  nonresident  alien  Indi¬ 
vidual  who  is  a  resident  of  Belgliun,  performs 
personal  services  In  the  United  States  during 
the  taxable  year  as  an  employee  of  a  domes¬ 
tic  corporation.  His  compensation  for  these 
services  is  (5,000.  None  of  this  comp>ensa- 
tion  is  exempt  from  United  States  tax  even 
though  B  is  temporarily  present  In  the 
United  States  during  such  year  for  a  period 
or  periods  not  exceeding  a  total  of  90  days, 
since  the  aggregate  compensation  received  is 
In  excess  of  (3,000. 

Example  (2).  C,  a  nonresident  alien  in¬ 
dividual  who  is  a  resident  of  Belgium,  is 
temporarily  present  in  the  United  States  for 
a  p>eriod  of  60  days  during  the  taxable  year. 
While  In  the  United  States  he  performs  per¬ 
sonal  services  for  X  Company  (a  domestic 
corporation)  as  an  officer  thereof  and  for  Y 
Company  (a  domestic  corporation)  as  an 
employee  thereof.  For  these  services  X 
Company  pays  him  (1,000  and  Y  Company 
pays  him  (2,900.  In  determining,  for  the 
purposes  of  this  subparagraph  whether  C 
received  compensation  for  personal  services 
In  excess  of  (3,000,  the  amount  received  by 
him  as  an  officer  of  X  Company  is  not  taken 
into  consideration.  Therefore,  since  the 
compensation  received  by  O  for  personal 
services  which  he  performs  In  the  United 
States  during  the  taxable  year  is  not  in  ex- 
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cess  of  $3,000  and  he  is  temporarily  present 
In  the  United  States  for  a  period  not  exceed¬ 
ing  90  days,  the  $2,900  received  from  Y  Com¬ 
pany  is  exempt  from  United  States  tax  and  is 
not  includible  in  C’s  gross  income.  The 
$1,000  received  from  X  Company  is  includible 
in  C’s  gross  Income. 

(b)  Miscellaneous  applicable  rules. 
For  purposes  of  this  section,  the  term 
“compensation  for  labor  or  personal 
services”  shall  include,  but  shall  not  be 
limited  to,  the  compensation,  profits, 
emoluments,  or  other  remuneration  of 
public  entertainers,  such  as  stage,  motion 
picture,  television,  or  radio  artists,  mu¬ 
sicians,  and  athletes.  For  the  allocation 
or  segregation  as  between  sources 
within,  and  sources  without,  the  United 
States  in  the  case  of  comi>ensation  for 
labor  or  personal  services,  see  sections 
861  through  864  of  the  Internal  Revenue 
Code  of  1954,  and  the  regulations  there¬ 
under. 

(c)  Certain  compensation  paid  by 
Belgium.  The  provisions  of  this  section 
have  no  application  to  the  income  to 
which  Article  X  relates. 

§  504.114  Visiting  professors  or  teach~ 
ers — (a)  In  general.  Pursuant  to  Article 
XIII  of  the  convention,  a  professor  or 
teacher,  a  nonresident  alien  who  is  a 
citizen  of  Belgium,  who  temporarily 
visits  the  United  States  for  the  purpose 
of  teaching  for  a  period  not  exceeding 
two  years  at  any  university,  college, 
school,  or  other  teaching  establishment 
situated  within  the  United  States  shall, 
for  a  period  not  exceeding  two  years 
from  the  date  of  his  initial  arrival  in 
the  United  States,  be  exempt  from  United 
States  tax  with  respect  to  his  remunera¬ 
tion  derived  in  taxable  years  beginning 
on  or  after  January  1,  1953,  for  such 
teaching  during  such  period  not  in  ex¬ 
cess  of  two  years.  The  provisions  of  this 
paragraph  are  applicable  only  to  the 
remuneration  of  professors  or  teachers 
visiting  the  United  States  pursuant  to 
an  agreement  for  the  exchange  of  pro¬ 
fessors  and  teachers  between  the  United 
States  and  Belgium  or  between  a  teach¬ 
ing  establishment  situated  in  the  United 
States  and  a  teaching  establishment 
situated  in  Belgium. 

(b)  Nonresidence  presumed.  An  in¬ 
dividual  who  otherwise  qualifies  for  the 
exemption  from  United  States  tax 
granted  by  Article  Xin  shall,  for  a  period 
of  not  more  than  two  years  immediately 
succeeding  the  date  of  his  arrival  within 
the  United  States  for  the  purpose  of 
such  teaching,  be  deemed  to  have  the 
tax  status  of  a  nonresident  alien  in  the 
absence  of  proof  of  his  intention  to  re¬ 
main  indefinitely  in  the  United  States. 
See  section  871  of  the  Internal  Rev¬ 
enue  Code  of  1954  and  the  regulations 
thereunder. 

§  504.115  Students  or  apprentices. 
Under  Article  XIV  of  the  convention,  a 
student  or  apprentice,  a  nonresident 
alien  who  is  a  citizen  of  Belgium  and  who 
is  temporarily  present  in  the  United 
States  exclusively  for  the  purposes  of 
study  or  for  acquiring  experience  of  a 
business,  technical,  or  similar  nature, 
shall  be  exempt  from  United  States  tax 
with  respect  to  amounts  derived  by  him 
in  taxable  years  beginning  on  or  after 
No.  7 - 2 


January  1,  1953,  and  received  duiing 
such  years  from  without  the  United 
States  as  remittances  for  the  purposes 
of  his  maintenance,  education,  studies, 
or  training. 

§  504.116  Credit  against  United  States 
tax  for  Belgian  tax — (a)  In  general.  (1) 
Notwithstanding  any  other  provision  of 
the  convention  (except  as  indicated  in 
subparagraph  (2)  of  this  paragraph), 
the  United  States,  in  determining  the 
United  States  tax  of  a  citizen  or  resident 
of  the  United  States,  or  of  a  domestic 
corporation,  may,  under  Article  XII  (1) 
of  the  convention,  include  in  the  basis 
upon  which  such  tax  is  imposed  all  items 
of  income  taxable  under  the  revenue 
laws  of  the  United  States,  as  though  the 
convention  had  not  come  into  effect. 
For  example,  despite  the  exemption  from 
United  States  tax  granted  by  Article  IX 
(2)  of  the  convention  with  respect  to  a 
copyright  royalty  derived  from  sources 
within  the  United  States  by  a  resident 
of  Belgium,  such  royalty  is  includible  in 
gross  income  and  is  subject  to  United 
States  tax  when  so  derived  by  such  resi¬ 
dent  of  Belgium  who  is  a  citizen  of  the 
United  States. 

(2)  Notwithstanding  the  provisions  of 
subparagraph  (1)  of  this  paragraph,  the 
exclusion  from  gross  income  and  the  ex¬ 
emption  from  United  States  tax  granted 
by  Article  X  (1)  of  the  convention  with 
respect  to  wages,  salaries,  and  similar 
compensation,  and  pensions  and  annui¬ 
ties  paid  by  Belgium  or  its  political  sub¬ 
divisions  or  territories,  shall  not  be 
denied.  See  Article  Xn  (1)  of  the 
convention. 

(b)  Application  of  the  credit.  For 
the  purpose  of  mitigating  double  taxa¬ 
tion,  Article  XII  (2)  of  the  convention 
provides  that  a  citizen  of  the  United 
State.s,  a  citizen  of  Belgium  who  is  a 
resident  of  the  United  States,  or  a  domes¬ 
tic  corporation,  deriving  income  from 
sources  within  Belgium,  shall  be  allowed 
a  credit  against  United  States  tax  for  the 
amount  of  Belgian  tax  paid  or  accrued 
during  the  taxable  year.  This  credit 
shall  be  made  in  accordance  with  the 
provisions  of  section  131  of  the  Internal 
Revenue  Code  of  1939  as  in  effect  on 
September  9, 1953,  but  subject  to  the  pro¬ 
visions  of  Article  XX  (1)  of  the  conven¬ 
tion. 

§  504.117  Exchange  of  information — 
(a)  In  general.  By  Articles  XV,  XVI, 
and  XVIII  of  the  convention,  the  United 
States  and  Belgium  adopt  the  principle 
of  exchange  of  such  information  as  is 
necessary  in  carrying  out  the  provisions 
of  the  convention,  preventing  fraud,  or 
detecting  practices  which  are  aimed  at 
reduction  of  the  revenues  of  either  coun¬ 
try,  but  not  including  information  which 
would  be  contrary  to  public  policy  or 
which  would  disclose  any  business,  indus¬ 
trial,  or  trade  secret.  The  information 
and  correspondence  relative  to  exchange 
of  information  may  be  transmitted  di¬ 
rectly  by  the  Commissioner  to  the 
Directeur  General. 

(b)  Return  of  information  by  with^ 
holding  agents.  (1)  To  facilitate  com¬ 
pliance  with  Article  XV  of  the  conven¬ 
tion,  every  United  States  withholding 
agent  shall  make  and  file  in  duplicate 


with  the  District  Director  of  Internal 
Revenue,  Baltimore  2,  Maryland,  an  in¬ 
formation  return  on  Form  1042  Supple¬ 
ment,  with  respect  to  persons  having  ad¬ 
dresses  in  Belgium,  which  shall  be  filed 
for  the  calendar  year  1955  and  subse¬ 
quent  calendar  years.  This  return  shall 
be  filed  simultaneously  with  Form  1042. 

(2)  There  shall  be  reported  on  such 
Form  1042  Supplement  all  items  of  fixed 
or  determinable  annual  or  periodical  in¬ 
come  (and  amounts  described  in  section 
402  (a)  (2),  section  631  (b)  and  (c),and 
section  1235,  Internal  Revenue  Code  of 
1954,  which  are  considered  to  be  gains 
from  the  sale  or  exchange  of  capital  as¬ 
sets)  derived  from  sources  within  the 
United  States  and  paid  to  nonresident 
aliens  (including  nonresident  alien  in¬ 
dividuals,  fiduciaries,  and  partnerships) 
and  to  nonresident  foreign  corporations, 
whose  addresses  at  the  time  of  payment 
were  in  Belgium,  including  such  items  of 
income  upon  which,  in  accordance  with 
the  withholding  regulations  under  the 
convention,  no  withholding  of  United 
States  tax  is  required;  except  that  any 
of  such  items  which  constitute  interest 
in  respect  of  which  Form  100 1-B  or  sub¬ 
stitute  Form  1001-B  has  been  filed  in 
duplicate  with  the  withholding  agent  is 
not  required  to  be  reported  on  such  Form 
1042  Supplement. 

(c)  Information  to  be  furnished  in 
ordinary  course.  In  compliance  with 
the  provisions  of  Article  XV  of  the  con¬ 
vention,  the  Commissioner  will  transmit 
to  the  Directeur  General,  as  soon  as 
practicable  after  the  close  of  the  cal¬ 
endar  year  1955  and  of  each  subsequent 
calendar  year  during  which  the  conven¬ 
tion  is  in  effect,  the  following  informa¬ 
tion  relating  to  such  preceding  calendar 
year: 

(1)  The  duplicate  copy  of  each  avail¬ 
able  Form  1042  Supplement  filed  pur¬ 
suant  to  paragraph  (b)  of  this  section; 
and 

(2)  The  duplicate  copy  of  each  avail¬ 
able  ownership  certificate.  Form  1001-B, 
and  substitute  Form  1001-B,  filed  pur¬ 
suant  to  the  withholding  regulations 
under  the  convention,  in  connection  with 
coupon  bond  interest. 

(d)  Information  in  specific  cases. 
Under  the  provisions  and  limitations  of 
Articles  XVI  and  XVm  of  the  conven¬ 
tion  and  upon  the  request  of  the  Direc¬ 
teur  General,  the  Commissioner  shall 
furnish  to  the  Directeur  General  infor¬ 
mation  available  to,  or  obtainable  by,  the 
Commissioner  relative  to  the  tax  liability 
of  any  person  under  the  revenue  laws  of 
Belgium  in  any  case  in  which  such  infor¬ 
mation  is  necessary  to  the  administration 
of  the  provisions  of  the  convention  or  of 
statutory  provisions  against  tax  avoid¬ 
ance,  or  in  which  such  information  is 
necessary  for  the  prevention  of  fraud. 

§  504.118  Double  taxation  claims — 
(a)  In  general.  Under  Article  XIX  of 
the  convention,  where  the  taxpayer 
presents  proof  that  the  action  of  the  tax 
authorities  of  the  United  States  or  Bel¬ 
gium  has  resulted,  or  will  result,  in 
double  taxation  contrary  to  the  provi¬ 
sions  of  the  convention,  he  is  entitled  to 
lodge  a  claim  with  the  country  of  which 
he  is  a  citizen;  or,  if  he  is  not  a  citizen  of 
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either  country,  with  the  country  of  which 
he  is  a  resident;  or,  if  the  taxpayer  is  a 
corporation  or  other  entity,  with  the 
country  in  which  it  is  created  or  organ¬ 
ized.  The  article  provides  that,  should 
the  taxpayer’s  claim  be  upheld,  the  com¬ 
petent  authority  of  the  country  with 
which  the  claim  is  lodged  shall  undertake 
to  come  to  an  agreement  with  the  com¬ 
petent  authority  of  the  other  country 
with  a  view  to  equitable  avoidance  of  the 
double  taxation  in  question. 

(b)  Manner  of  filing  claim.  Such  a 
claim  on  behalf  of  a  United  States  citi¬ 
zen,  corporation,  or  other  entity,  or  on 
behalf  of  a  resident  of  the  United  States 
who  is  not  a  Belgian  citizen,  shall  be 
filed  with  the  Commissioner.  The  claim 
shall  be  set  up  in  the  form  of  a  letter 
addressed  to  “The  Commissioner  of  In¬ 
ternal  Revenue,  Washington  25,  D.  C.’’, 
and  shall  show  fully  all  facts  and  law  on 
the  basis  of  which  the  claimant  alleges 
that  such  double  taxation  has  resulted  or 
will  result.  If  the  Commissioner  deter¬ 
mines  that  there  is  an  appropriate  basis 
for  the  claim  under  the  convention,  he 
shall  take  up  the  matter  with  the  Direc- 
teur  General  with  a  view  to  arranging 
an  agreement  of  the  character  contem¬ 
plated  by  Article  XIX. 

§  504.119  Beneficiaries  of  an  estate 
or  trust,  (a)  If  he  otherwise  satisfies 
the  requirements  of  the  respective  ar¬ 
ticles  concerned,  a  nonresident  alien  who 
is  a  resident  of  Belgium  and  who  is  a 
beneficiary  of  an  estate  or  trust  shall  be 
entitled  to  the  exemption  from,  or  re¬ 
duction  in  the  rate  of.  United  States  tax 
granted  by  Articles  Vin,  VIIIA,  and  IX 
(2)  of  the  convention  with  respect  to 
dividends,  interest,  and  patent  royalties 
and  other  like  amounts,  to  the  extent 
that  (1)  any  amount  paid,  credited,  or 
required  to  be  distributed  by  such  estate 
or  trust  to  such  beneficiary  is  deemed  to 
consist  of  such  items,  and  (2)  such  items 
would,  without  regard  to  the  convention, 
be  includible  in  his  gross  income. 

(b)  For  the  determination  of  amounts 
which,  without  regard  to  the  convention, 
are  includible  in  the  gross  income  of  the 
beneficiary,  see  subchapter  J  of  chapter 
1  of  the  Internal  Revenue  Code  of  1954 
and  the  regulations  thereunder. 

§  504.120  Members  of  a  partnership — 
(.a.)  In  general.  Whether  an  individual, 
corporation,  or  other  entity,  a  member 
of  a  partnership  created  or  organized  in 
Belgium  or  under  Belgian  laws,  is  subject 
to  United  States  tax  upon  such  person’s 
distributive  share  of  the  income  of  such 
partnership  depends  upon  both  the 
status  of  the  partnership  and  the  status 
of  such  member. 

(b)  Citizen  partner.  A  citizen  or 
resident  of  the  United  States,  or  a  domes¬ 
tic  corporation,  is  subject  to  United 
States  tax  upon  such  person’s  distribu¬ 
tive  share  of  the  income  of  such  partner¬ 
ship  as  though  the  convention  had  not 
come  into  effect  (but  subject  to  the  pro¬ 
visions  of  §  504.116)  even  though  other 
members,  by  reason  of  benefits  granted 
by  the  convention,  are  not  subject  to 
United  States  tax  upon  their  distributive 
share  of  such  income. 

(c)  Noncitizen  partner.  In  any  case 
in  which  income  is  derived  from  sources 


within  the  United  States  by  a  partner¬ 
ship  created  in  Belgium  or  under  Belgian 
laws,  any  member  of  such  partnership 
who  has  a  permanent  establishment  in 
the  United  States  or  who  is  either  a  non¬ 
resident  alien  not  a  resident  of  Belgimn 
or  is  a  foreign  corporation  which  is  not 
Belgian  is  not  entitled,  with  respect  to 
such  member’s  distributive  share  of  such 
income,  to  any  benefit  granted  by  the 
convention  solely  to  nonresident  aliens 
residing  in  Belgium  or  to  Belgian  cor¬ 
porations  or  other  entities,  having  no 
permanent  establishment  in  the  United 
States.  Conversely,  any  member  of  such 
partnership  who  individually  complies 
with  the  requirements  for  obtaining  any 
such  benefit  will  be  entitled  thereto  with 
respect  to  such  member’s  distributive 
share  of  such  income.  A  member  of  a 
Belgian  partnership  which  has  a  per¬ 
manent  establishment  in  the  United 
States  shall  likewise  be  considered  to 
have  a  permanent  establishment  in  the 
United  States. 

§  504.121  Withholding  regulations. 
For  regulations  pertaining  to  the  release 
of  excess  tax  withheld,  and  to  exemption 
from  or  reduction  in  rate  of  withholding 
of  United  States  tax  at  source,  in  the  case 
of  dividends,  interest,  patent  and  copy¬ 
right  royalties,  film  rentals,  private  pen¬ 
sions  and  annuities  derived  from  sources 
within  the  United  States  by  a  nonresi¬ 
dent  alien  who  is  a  resident  of  Belgium, 
or  by  a  Belgian  corporation  or  other 
entity,  see  'Treasury  Decision  6056,  ap¬ 
proved  December  4,  1953  (26  CFR  (1939) 
7.1100  through  7.1109). 

[seal]  Russell  C.  Harrington, 
Commissioner  of  Internal  Revenue. 

Approved:  January  5,  1956. 

H.  CThapman  Rose, 

Acting  Secretary  of  the  Treasury. 

[F.  R.  Doc.  56-193;  Piled.  Jan.  10,  1956; 

8:45  a.  m.] 


TITLE  32~NATIONAL  DEFENSE 

Chapter  V — Department  of  the  Army 

Subchapfer  B— Claims  and  Accounts 

Part  536 — Claims  Against  the 
United  States 

MILITARY  PAYMENT  CERTIFICATES 

Section  536.79  is  amended  by  revising 
paragraph  (a)  and  subparagraph  (1) 
(ii)  in  paragraph  (b) ;  in  §  536.80,  para¬ 
graph  (e)  is  revised;  in  §  536.82,  revise 
paragraphs  (a)  and  (b) ;  and  in  §  536.83, 
paragraph  (b)  is  revoked,  as  follows: 

§  536.79  General — (a)  Areas.  Mili¬ 
tary  payment  certificates  will  be  used  for 
payments  to  United  States  and  other 
authorized  personnel,  and  as  the  official 
medium  of  exchange  for  all  transactions 
within  establishments  of  the  Armed 
Forces  of  the  United  States  in  the  fol¬ 
lowing  areas: 


(b)  Definitions — (1)  United  States 
dollar  instruments.  United  States  dollar 
instruments  are  defined  as  follows: 

*  •  •  •  • 

(ii)  Travelers’  checks  issued  by  the 
American  Express  Company,  the  Bank  of 
America  National  Trust  and  Savings  As¬ 
sociation,  the  Mellon  National  Bank  and 
Trust  Company,  the  National  City  Bank 
of  New  York,  Thomas  Cook  and  Son 
(Bankers)  Ltd.,  and  The  First  National 
Bank  of  Chicago,  when  expressed  in 
United  States  dollars. 

*  *  *  •  • 

§  536.80  Limitations.  •  *  • 

(e)  Individuals  may  transmit  military 
payment  certificates  through  the  mails 
within  or  between  military  payment  cer¬ 
tificate  areas  to  authorized  personnel  or 
official  agencies.  Individuals  are  pro¬ 
hibited  from  transmitting  military  pay¬ 
ment  certificates  through  the  mails  to 
any  non-MPC  area. 

•  *  •  •  • 

§  536.82  Conversion  of  military  pay- 
ment  certificates  into  dollar  instruments 
or  foreign  currency.  *  *  ♦ 

(a)  United  States  dollar  currency  or 
coin.  (1)  Upon  departure  for  the  United 
States. 

(2)  When  traveling  under  competent 
orders  to  non-MPC  areas  or  when  travel¬ 
ing  under  competent  orders  to  those  mili¬ 
tary  payment  areas  where  United  States 
disbursing  offices  or  exchange  facilities 
are  not  readily  available  to  the  traveler. 

(b)  United  States  Treasury  checks. 
(1)  When  traveling  under  competent 
orders  to  areas  in  which  disbursing  offi¬ 
cers  and  class  B  agent  officers  and  mili¬ 
tary  attach^  disbursing  officers  are  not 
readily  available. 

(2)  (i)  Upon  departure  for  the  United 
States;  or 

(ii)  Upon  departure  for  areas  where 
military  payment  certificates  are  not 
designated  for  use. 

*  •  •  •  • 

§  536.83  Conversion  of  military  pay¬ 
ment  certificates  outside  designated 
areas.  •  ♦  * 

(b)  [Revoked.] 

[Cl,  AR  35-510,  16  December  1955]  (Sec.  3, 
58  Stat.  921,  as  amended;  31  U.  S.  C.  492c) 


Austria. 

Prance. 

French  Morocco. 
Germany. 

Iceland. 

Italy. 

Japan  and  outlying 
Islands. 


Korea. 

Libya. 

Philippine  Islands. 
Ryukyu  Islands. 
United  Kingdom. 


[SEAL]  John  A.  Klein, 

Major  General.  U.  S.  Army, 

The  Adjutant  General. 

[P.  R.  Doc.  56-204;  Filed,  Jan.  11,  1956; 
8:45  a.  m.j 


Subchapter  (S — Procurement 
Part  590 — General  Provisions 

Part  591 — Procurement  by  Formal 
Advertising 

Part  602 — Government  Property 
Part  606 — Supplemental  Provisions 
miscellaneous  amendments 

1.  In  §  590.354,  revise  the  opening 
portion  of  paragraph  (b)  and  all  of  para¬ 
graph  (c)  to  read  as  follows: 

§  590.354  Manpower  policy  in  placing 
procurement.  *  *  • 

(b)  Procurement  in  Group  A  and 
Group  B  areas.  To  the  extent  practi- 
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cable,  procurement  will  be  avoided  in 
labor  market  areas  where  manpower  is 
in  short  supply  or  in  approximate  bal¬ 
ance.  These  areas  are  designated  Group 
A  and  Group  B  by  the  Department  of 
Labor. 

*  *  *  *  • 

(c)  Procurement  in  areas  of  substan¬ 
tial  labor  surplus.  To  the  extent  prac¬ 
ticable,  procurement  should  be  placed  in 
labor  market  areas  having  substantial 
labor  surplus  (Groups  D,  E,  and  P), 

§§  1.302-4,  2.205,  2.406-4,  3.105  and  3.219 
of  this  title  prescribed  procedures  appli¬ 
cable  to  procurement  in  areas  of  sub¬ 
stantial  labor  surplus. 

*  «  •  *  * 

(R.  S.  161;  6  U.  S.  C.  22.  Interpret  or  apply 
62  Stat.  21;  41  U.  S.  C.  151-161) 

2.  Section  591.405-3  is  revised  to  read 
as  follows: 

§  591.405-3  Disclosure  of  mistakes 
after  award,  (a)  In  cases  where  al¬ 
leged  mistakes  in  bids  are  disclosed  after 
award  has  been  made,  the  case  will  be 
forwarded  through  normal  channels  to 
the  Head  of  the  Procuring  Activity  con¬ 
cerned,  and  will  include,  in  addition  to 
the  supporting  data  enumerated  in 
§  2.405-2  (e)  of  this  title,  a  copy  of  the 
contract  involved  and  a  showing  of  the 
status  of  performance  and  payment 
under  the  contract. 

(b)  Heads  of  Procuring  Activities  are 
authorized  to  rescind  or  reform  con¬ 
tracts  provided  that: 

(1)  The  original  contract  price  is 
under  $100  or  a  resultant  increase  in 
price  does  not  exceed  $100  and  the  re¬ 
sultant  contract  price  does  not  exceed 
that  of  the  next  higher  bid  or  proposal, 
if  such  a  higher  bid  or  proposal  was  sub¬ 
mitted: 

(2)  There  is  a  determination  and  find¬ 
ings  made  by  the  Head  of  the  Procuring 
Activity  concerned,  upon  advice  of  legal 
counsel,  that  the  evidence  is  clear  and 
convincing  that  a  mistake  in  bid  or  pro¬ 
posal  was  made  by  the  Contractor  and 
that  the  resulting  contract  price  should 
be  increased  in  the  amount  determined 
by  the  Head  of  the  Procuring  Activity 
or  that  the  contract  should  be  rescinded; 

(3)  The  Contracting  OflBcer  attaches 
a  copy  of  such  determination  and  find¬ 
ings  to  all  copies  of  the  contract  modi¬ 
fication  and  distributes  such  determina¬ 
tion  and  findings  as  required  by 
§§  591.405-50  (b)  and  591.406-5  (a); 
and 

(4)  The  Contracting  Officer  fully 
documents  the  contract  file  for  such  re¬ 
view  of  the  action  as  may  be  required  by 
the  Comptroller  General  of  the  United 
States  in  his  audit  of  accounts. 

(c)  Where  the  request  for  recission  or 
reformation,  if  granted,  would  exceed 
the  limitations  set  forth  in  paragraph 
(b)  of  this  section,  or  where  the  request 
is  not  granted  by  the  Head  of  the  Pro¬ 
curing  Activity  concerned,  the  case  will 
be  forwarded  to  the  Deputy  Chief  of  Staff 
for  Logistics,  Department  of  the  Army, 
Attn:  Chief,  Purchases  Branch. 

(R.  S.  161;  5  U.  S.  C.  22.  Interpret  or  apply 
62  Stat.  21;  41  U.  S.  C.  151-161) 

3.  Sections  602.550,  602.551,  602.552, 
602.1502,  602.1502-1,  602.1502-2,  602.- 


1502-3,  602.1502-4  and  602.1502-5  are 
revised  to  read  as  follows: 

§  602.550  Government-f  ur  ni  sh  e  d 
property  clause  for  fixed-price  construc¬ 
tion  contracts.  The  following  clause 
shall  be  used  in  fixed-price  contracts, 
for  construction,  alteration  or  repair  of 
buildings,  bridges,  roads  or  other  kinds 
of  real  property,  under  which  the  De¬ 
partment  of  the  Army  is  to  furnish  to  the 
contractor,  material,  special  tooling,  or 
such  industrial  facilities  as  is  authorized 
under  §  13.402  (b)  of  this  title. 

Government-Pornished  Property 

(a)  The  Government  shall  deliver  to  the 
Contractor,  for  use  in  connection  with  and 
under  the  terms  of  this  contract,  the  prop¬ 
erty  described  in  the  Schedule  or  specifi¬ 
cations,  together  with  such  related  data  and 
information  as  the  Contractor  may  request 
and  as  may  reasonably  be  required  for  the 
intended  use  of  such  property  (hereinafter 
referred  to  as  "Government-furnished  Prop¬ 
erty”).  The  delivery,  performance,  or  com¬ 
pletion  dates  for  the  supplies,  services,  or 
construction  to  be  furnished  by  the  Con¬ 
tractor  under  this  contract  are  based  upon 
the  expectation  that  Government-furnished 
Property  suitable  for  use  will  be  delivered 
to  the  Contractor  at  the  times  stated  in  the 
Schedule  or,  if  not  so  stated,  in  sufficient 
time  to  enable  the  Contractor  to  meet  such 
delivery,  performance,  or  completion  dates. 
In  the  event  that  Government-furnished 
Property  is  not  delivered  to  the  Contractor 
by  such  time  or  times,  the  Conracting  Offi¬ 
cer  shall,  up>on  timely  written  request  made 
by  the  Contractor,  make  a  determination  of 
the  delay  occasioned  the  Contractor  thereby, 
and  shall  equitably  adjust  the  delivery,  per¬ 
formance,  or  completion  dates  or  the  con¬ 
tract  price,  or  both,  and  any  other  contrac¬ 
tual  provision  affected  by  such  delay,  in 
accordance  with  the  procedures  provided  for 
in  the  clause  of  this  contract  entitled 
“Changes.”  In  the  event  the  Government- 
furnished  Property  is  received  by  the  Con¬ 
tractor  in  a  condition  not  suitable  for  the 
Intended  use  the  Contractor  shall,  upon  re¬ 
ceipt  thereof,  notify  the  Contracting  Officer 
of  such  fact  and,  as  directed  by  the  Con¬ 
tracting  Officer,  either  (i)  return  such  prop¬ 
erty  at  the  Government’s  expense  or  other¬ 
wise  dispose  of  the  property,  or  (ii)  effect 
repairs  or  modifications.  Upon  the  comple¬ 
tion  of  (1)  or  (ii)  above,  the  Contracting 
Officer  upon  written  request  of  the  Con¬ 
tractor  shall  equitably  adjust  the  delivery, 
performance,  or  completion  dates  or  the  con¬ 
tract  price,  or  both,  and  any  other  contract¬ 
ual  provision  affected  by  the  rejection  or 
disposition,  or  the  repair  or  modification, 
in  accordance  with  the  procedures  provided 
for  in  the  clause  of  this  contract  entitled 
"Changes.”  The  foregoing  provisions  for 
adjustment  are  exclusive  and  the  Govern¬ 
ment  shall  not  be  liable  to  suit  for  breach  of 
contract  by  reason  of  any  delay  in  delivery  of 
Government-furnished  Property  or  delivery 
of  such  property  in  a  condition  not  suitable 
for  its  intended  use, 

(b)  By  notice  in  writing  the  Contracting 
Officer  may  decrease  the  property  furnished 
or  to  be  furnished  by  the  Government  under 
this  contract.  In  any  such  case,  the  Con¬ 
tracting  Officer  upon  the  written  request  of 
the  Contractor  shall  equitably  adjust  the 
delivery,  performance,  or  completion  dates 
or  the  contract  price,  or  both,  and  any  other 
contractual  provisions  affected  by  the  de¬ 
crease,  in  accordance  with  the  procedures 
provided  for  in  the  clause  of  this  contract 
entitled  “Changes.” 

(c)  Title  to  the  Govemment-fturnished 
Property  shall  remain  in  the  Government. 
Title  to  Government-furnished  Property 
shall  not  be  affected  by  the  incorporation 
or  attachment  thereof  to  any  property  not 


owned  by  the  Government,  nor  shall  such 
Government-furnished  Property,  or  any  part 
thereof,  be  or  become  a  fixture  or  lose  its 
identity  as  personalty  by  reason  of  affixation 
to  any  realty.  The  Contractor  shall  maintain 
adequate  property  control  records  of  Gov¬ 
ernment-furnished  Property  in  accordance 
with  the  requirements  of  the  “Manual  for 
Control  of  Government  Property  in  Posses¬ 
sion  of  Contractors”  (Appendix  B,  Armed 
Services  Procurement  Regulation,  S  30.2,  32 
CFR)  as  in  effect  on  the  date  of  the  contract, 
which  Manual  is  hereby  incorporated  by  ref¬ 
erence  and  made  a  part  of  this  contract. 

(d)  The  Government-fiurnished  Property 
shall,  unless  otherwise  provided  herein,  be 
used  only  for  the  performance  of  this 
contract. 

(e)  The  Contractor  shall  maintain  and 
administer,  in  accordance  with  sound  busi¬ 
ness  practice,  a  program  for  the  maintenance, 
repair,  protection  and  preservation  of  Gov¬ 
ernment-furnished  Property,  until  disposed 
of  by  the  Contractor  in  accordance  with  this 
clause.  In  the  event  that  any  damage  oc¬ 
curs  to  Government-furnished  Property  the 
risk  of  which  has  been  assumed  by  the  Gov¬ 
ernment  under  this  contract,  the  Govern¬ 
ment  shall  replace  such  items  or  the 
Contractor  shall  make  such  repair  of  the 
property  as  the  Government  directs;  pro¬ 
vided,  however,  that  if  the  Contractor  cannot 
effect  such  repair  within  the  time  required, 
the  Contractor  shall  dispose  of  such  property 
in  the  manner  directed  by  the  Contracting 
Officer.  The  contract  price  Includes  no  com¬ 
pensation  to  the  Contractor  for  the  perform¬ 
ance  of  any  repair  or  replacement  for  which 
the  Government  Is  responsible,  and  an 
equitable  adjustment  will  be  made  In  the 
contract  price  for  any  such  repmir  or  re¬ 
placement  of  Government-furnished  Prop¬ 
erty  made  at  the  direction  of  the  Govern¬ 
ment.  Any  repair  or  replacement  for  which 
the  Contractor  is  responsible  under  the 
provisions  of  this  contract  shall  be  accom¬ 
plished  by  the  Contractor  at  its  own  expense. 
The  following  provision  (f)  is  for  use  in 
advertised  fixed-price  contracts: 

(f)  Unless  otherwise  provided  in  this  con¬ 
tract,  the  Contractor,  upon  delivery  to  it 
of  any  Government-furnished  Property,  as¬ 
sumes  the  risk  of,  and  shall  be  responsible 
for,  any  loss  thereof  or  damage  thereto  ex¬ 
cept  for  reasonable  wear  and  tear,  and  ex¬ 
cept  to  the  extent  that  such  property  is  con¬ 
sumed  in  the  performance  of  this  contract. 
The  following  provision  (f)  is  for  use  in 
negotiated  fixed -price  contracts: 

(f )  (i)  Except  for  loss,  destruction  or  dam¬ 
age  resulting  from  a  failure  of  the  Con¬ 
tractor  due  to  willful  misconduct  or  lack  of 
good  faith  of  any  of  the  Contractor’s  man¬ 
agerial  personnel  as  defined  herein,  to  main¬ 
tain  and  administer  the  program  for  the 
maintenance,  repair,  protection  and  preser¬ 
vation  of  the  Government-furnished  Prop¬ 
erty,  as  required  by  paragraph  (e)  hereof, 
and  except  as  specifically  provided  in  the 
clause  or  clauses  of  this  contract  designated 
in  the  Schedule,  the  Contractor  shall  not  be 
liable  for  loss  or  destruction  of  or  damage 
to  the  Government-furnished  Property  (A) 
caused  by  any  peril  while  the  property  is 
in  transit  off  the  Contractor’s  premises  or 
(B)  caused  by  any  of  the  following  perils 
while  the  property  is  on  the  Contractor’s  or 
subcontractor’s  premises,  or  on  any  other 
premises  where  such  property  may  properly 
be  located,  or  by  removal  therefrom  because 
of  any  of  the  following  perils: 

(I)  Fire;  lightning;  windstorm,  cyclone, 
tornado,  hail,  explosion;  riot,  riot  attending 
a  strike,  civil  commotion;  vandalism  and 
malicious  mischief;  sabotage;  aircraft  or  ob¬ 
jects  falling  therefrom;  vehicles  running  on 
land  or  tracks,  excluding  vehicles  owned  or 
operated  by  the  Contractor  or  any  agent  or 
employee  of  the  Contractor;  smoke;  sprinkler 
leakage;  earthquake  or  volcanic  eruption; 
fiood,  meaning  thereby  rising  of  a  body  of 


246 


RULES  AND  REGULATIONS 


water;  hostile  or  warlike  tw;tlon.  Including 
action  In  hindering,  combating,  or  defending 
against  an  actual.  Impending  or  expected 
attack  by  any  government  or  sovereign  power 
(de  Jure  or  de  facto),  or  by  any  authority 
using  military,  naval,  or  air  forces,  or  by  an 
agent  of  any  such  government,  power,  au¬ 
thority,  or  forces:  or 

(II)  Other  peril,  of  a  type  not  listed  above, 
if  such  other  peril  Is  customarily  covered  by 
Insxirance  (or  by  a  reserve  for  self-insurance) 

In  accordance  with  the  normal  practice  of 
the  Contractor,  or  the  prevailing  practice  In 
the  industry  In  which  the  Contractor  Is  en¬ 
gaged  with  respect  to  similar  property  in 
the  same  general  locale. 

The  perils  as  set  forth  In  (A)  and  (B)  above 
are  hereinafter  called  “excepted  perils.” 

This  clause  shall  not  be  construed  as  re¬ 
lieving  a  subcontractor  from  liability  for  loss 
or  destruction  of  or  damage  to  the  Govern¬ 
ment-furnished  Property  while  In  its  posses¬ 
sion  or  control,  except  to  the  extent  that  the 
subcontract,  with  the  prior  approval  of  the 
Contracting  Ofllcer,  may  provide  for  the  re¬ 
lief  of  the  subcontractor  from  such  liability. 
In  the  absence  of  such  approval,  the  sub¬ 
contractor  shall  contain  appropriate  pro¬ 
visions  requiring  the  return  of  all  Govern¬ 
ment-furnished  Property  in  as  good  condi¬ 
tion  as  when  received,  except  for  reasonable 
wear  and  tear  or  for  the  utilization  of  the 
property  in  accordance  with  the  provisions 
of  the  prime  contract. 

The  term  “Contractor's  managerial  per¬ 
sonnel”  as  used  herein  means  the  Contrac¬ 
tor’s  directors,  officers  and  any  of  its  man¬ 
agers,  superintendents,  or  other  equivalent 
representatives  who  have  supervision  or 
direction  of  (I)  all  or  substantially  all  of 
the  Contractor’s  business;  (II)  all  or  sub¬ 
stantially  all  of  the  Contractor’s  operation 
at  any  one  plant  or  separate  location  at 
Which  the  contract  is  being  performed;  (III) 
a  separate  and  complete  major  operation  in 
connection  with  the  performance  of  this 
contract. 

(ii)  The  Contractor  represents  that  it  is 
not  including  in  the  price  hereunder,  and 
agrees  that  it  will  not  hereafter  include  in 
any  price  to  the  Government,  any  charge  or 
reserve  for  insurance  (including  self-insur¬ 
ance  funds  or  reserve)  covering  loss  or  de¬ 
struction  of  or  damage  to  the  Government- 
fvirnished  Property  caused  by  any  excepted 
peril 

(ill)  Upon  the  happening  of  loss  or  de¬ 
struction  of  or  damage  to  any  Government- 
furnished  Property  caused  by  an  excepted 
peril,  the  Contractor  shall  notify  the  Con¬ 
tracting  Officer  thereof,  and  shall  communi¬ 
cate  with  the  Loss  and  Salvage  Organiza¬ 
tion,  if  any,  now  or  hereafter  designated  by 
the  Contracting  Officer,  and  with  the  as¬ 
sistance  of  the  Loss  and  Salvage  Organiza¬ 
tion  so  designated  (unless  the  Contracting 
Officer  has  directed  that  no  such  organiza¬ 
tion  be  employed),  shall  take  all  reasonable 
steps  to  protect  the  Government-furnished 
Property  from  further  damage,  separate  the 
damaged  and  undamaged  Government-fm- 
nished  Property,  put  all  the  Government- 
furnished  Property  in  the  best  possible 
order,  and  ftirnlsh  to  the  Contracting  Officer 
a  statement  of:  (A)  the  lost,  destroyed  and 
damaged  Government-furnished  Proi>erty, 
(B)  the  time  and  origin  of  the  loss,  destruc¬ 
tion  or  damage,  (C)  all  known  interests  in 
commingled  property  of  which  the  Govern¬ 
ment-furnished  Property  is  a  part,  and  (D) 
the  insxirance,  if  any,  covering  any  part  of 
or  interest  in  such  commingled  property. 
The  Contractor  shall  be  reimbursed  for  the 
expenditures  made  by  it  in  performing  its 
obligations  under  this  subparagraph  (ill) 
(including  charges  made  to  the  Contractor 
by  the  Loss  and  Salvage  Organization,  ex¬ 
cept  any  of  such  charges  the  payment  of 
which  the  Government  has,  at  its  option, 
assvuned  directly),  to  the  extent  approved 


by  the  Contracting  Officer  and  set  forth  in 
a  Supplemental  Agreement, 

(iv)  With  the  approval  of  the  Contract¬ 
ing  Officer  after  loss  or  destruction  of  or 
damage  to  Government-furnished  Property, 
and  subject  to  such  conditions  and  limita¬ 
tions  as  may  be  imposed  by  the  Contracting 
Officer,  the  Contractor  may,  in  order  to  mini- 
*mize  the  loss  to  the  Government  or  in  order 

to  permit  resumption  of  biisiness  or  the  like, 
sell  for  the  account  of  the  Government  any 
item  of  Government-furnished  Property 
which  has  been  damaged  beyond  practicable 
repair,  or  which  is  so  commingled  or  com¬ 
bined  with  property  of  others,  including  the 
Contractor,  that  separation  is  impracticable. 

(v)  Except  to  the  extent  of  any  loss  or 
destruction  of  or  damage  to  Government- 
furnished  Property  for  which  the  Contractor 
is  relieved  of  liability  under  the  foregoing 
provisions  of  this  clause,  and  except  for 
reasonable  wear  and  tear  or  depreciation,  or 
the  utilization  of  the  Government-furnished 
Property  in  accordance  with  the  provisions 
of  this  contract,  the  Government-furnished 
Property  (other  than  property  permitted  to 
be  sold)  shall  be  returned  to  the  Govern¬ 
ment  in  as  good  condition  as  when  received 
by  the  Contractor  in  connection  with  this 
contract,  or  as  repaired  under  paragraph  (e) 
above. 

(vl)  In  the  event  the  Contractor  is  reim¬ 
bursed  or  compensated  for  any  loss  or  de¬ 
struction  of  or  damage  to  the  Government- 
fiurnished  Property,  caused  by  an  excepted 
peril,  it  shall  equitably  reimburse  the  Gov¬ 
ernment.  The  Contractor  shall  do  nothing 
to  prejudice  the  Government’s  rights  to  re¬ 
cover  against  third  parties  for  any  such  loss, 
destruction,  or  damage  and,  upon  the  re¬ 
quest  of  the  Contracting  Officer,  shall  at  the 
Government’s  expense,  furnish  to  the  Gov- 
eriunent  all  reasonable  assistance  and  co¬ 
operation  (including  the  prosecution  of  suit 
and  the  execution  of  instriunents  of  assign¬ 
ment  in  favor  of  the  Government)  in  ob¬ 
taining  recovery.  In  addition,  where  a 
subcontractor  has  not  been  relieved  from 
liability  for  any  loss  or  destruction  of  or 
damage  to  the  Government-furnished  Prop¬ 
erty,  the  Contractor  shall  enforce  the 
liability  of  the  subcontractor  for  such  loss 
or  destruction  of  or  damage  to  the  Govern- 
ment-fiumished  Property  for  the  benefit  of 
the  Government. 

(vii)  [Where  applicable]  In  the  event  of 
any  aircraft  to  be  furnished  imder  this  con¬ 
tract,  any  loss  or  destruction  of,  or  damage 
to,  such  aircraft  or  other  Government-fur¬ 
nished  Property  occurring  in  connection  with 
operations  of  said  aircraft  will  be  governed 
by  the  clause  of  this  contract  captioned 
“Flight  Risk,”  to  the  extent  such  cause  is, 
by  its  terms,  applicable. 

(g)  The  Government  shall  at  all  reason¬ 
able  times  have  access  to  the  premises 
wherein  any  Government-furnished  Prop¬ 
erty  is  located. 

(h)  Upon  the  completion  of  this  contract, 
or  at  such  earlier  dates  as  may  be  fixed  by 
the  Contracting  Officer,  the  Contractor  shall 
submit,  in  a  form  acceptable  to  the  Con¬ 
tracting  Officer,  inventory  schedules  cover¬ 
ing  all  items  of  Government-furnished  Prop¬ 
erty  not  consumed  in  the  performance  of 
this  contract  (including  any  resulting  scrap) , 
or  not  theretofore  delivered  to  the  Govern¬ 
ment,  and  shall  deliver  or  make  other  dis¬ 
posal  of  such  Government-fiimished  Prop¬ 
erty,  as  may  be  directed  or  authorized  by 
the  Contracting  Officer.  Recoverable  scrap 
from  Government-furnished  Property  shall 
be  reported  in  accordance  with  a  procedure 
and  in  such  form  as  the  Contracting  Officer 
may  direct.  The  net  proceeds  of  any  such 
disposal  shall  be  credited  to  the  contract 
price  or  shall  be  paid  in  such  other  manner 
as  the  Contracting  Officer  may  direct. 

(i)  Directions  of  the  Contracting  Officer 
and  communications  of  the  Contractor  is¬ 


sued  pursuant  to  this  Clause  shall  be  in 
writing. 

§  602.551  Government  property  clause 
for  cost-reimbursement  type  construc¬ 
tion  contracts.  The  following  clause 
shall  be  used  in  cost-reimbursement  type 
contracts,  for  construction,  alteration  or 
repair  of  buildings,  bridges,  roads  or 
other  kinds  of  real  property  under  which 
the  Department  of  the  Army  is  to  fur¬ 
nish  to  the  contractor,  material,  special 
tooling,  or  such  industrial  facilities  as  is 
authorized  under  §  13.402  (b)  of  this 
title. 

Government  Property 

(a)  The  Government  shall  deliver  to  the 
Contractor,  for  use  in  connection  with  and 
under  the  term  of  this  contract,  the  property 
described  in  the  Schedule  or  specifications, 
together  with  such  related  data  and  infor¬ 
mation  as  the  Contractor  may  request  and 
as  may  reasonably  be  required  for  the  in¬ 
tended  use  of  such  property  (hereinafter 
referred  to  as  “Government-fvirnlshed  Prop¬ 
erty”).  ’The  delivery,  performance,  or  com¬ 
pletion  dates  for  the  supplies,  services,  or 
construction  to  be  furnished  by  the  Con¬ 
tractor  under  this  contract  are  based  upon 
the  expectation  that  Government-furnished 
Property  suitable  for  use  will  be  delivered 
to  the  Contractor  at  the  times  stated  in  the 
Schedule  or,  if  not  so  stated,  in  sufficient 
time  to  enable  the  Contractor  to  meet  such 
delivery,  i>erformance,  or  completion  dates. 
In  the  event  that  Government-furnished 
Property  is  not  delivered  to  the  Contractor 
by  such  ^time  or  times,  the  Contracting 
Officer  shall,  upon  timely  written  request 
made  by  the  Contractor,  make  a  determina¬ 
tion  of  the  delay  occasioned  the  Con¬ 
tractor  and  shall  equitably  adjust  the  esti¬ 
mated  cost,  fixed  fee,  or  delivery,  perform¬ 
ance,  or  completion  date,  or  all  of  them,  and 
any  other  contractual  provisions  affected  by 
such  delay,  in  accordance  with  the  proce¬ 
dures  provided  for  in  the  clause  of  this  con¬ 
tract  entitled  “Changes.”  In  the  event  that 
Government-furnished  Property  is  received 
by  the  Contractor  in  a  condition  not  suitable 
for  the  Intended  use,  the  Contractor  shall, 
upon  receipt  thereof  notify  the  Contracting 
Officer  of  such  fact  and,  as  directed  by  the 
Contracting  Officer,  either  (1)  rettirn  such 
property  at  the  Government’s  expense  or 
otherwise  dispose  of  the  property  or  (il) 
effect  repairs  or  modifications.  Upon  com¬ 
pletion  of  (i)  or  (ii)  above,  the  Contracting 
Officer  upon  written  request  of  the  Con¬ 
tractor  shall  equitably  adjust  the  estimated 
cost,  fixed  fee,  or  delivery,  performances,  or 
completion  dates,  or  all  of  them,  and  any 
other  contractual  provisions  affected  by  the 
retiurn  or  disposition,  or  the  repair  or  modi¬ 
fication,  in  accordance  with  the  procediires 
provided  for  in  the  clavise  of  this  contract 
entitled  “Changes.”  The  foregoing  provi¬ 
sions  for  adjustment  are  exclusive  and  the 
Government  shall  not  be  liable  to  suit  for 
breach  of  contract  by  reason  of  any  delay  in 
delivery  of  Government-furnished  Property 
or  delivery  of  such  property  in  a  condition 
not  suitable  for  its  intended  use. 

(b)  Title  to  all  property  furnished  by  the 
Government  shall  remain  in  the  Govern¬ 
ment.  Title  to  all  property  purchased  by 
the  Contractor,  for  the  cost  of  which  the 
Contractor  is  entitled  to  be  reimbursed  as  a 
direct  item  of  cost  under  this  contract,  shall 
pass  to  and  vest  in  the  Government  upon 
delivery  of  such  property  by  the  vendor. 
Title  to  other  property,  the  cost  of  which  is 
reimbvu'sable  to  the  Contractor  under  this 
contract,  shall  pass  to  and  vest  in  the  Gov¬ 
ernment  upon  (i)  Issuance  for  use  of  such 
property  in  the  performance  of  this  con¬ 
tract,  or  (ii)  commencement  of  processing 
or  use  of  such  property  in  the  performance 
of  this  contract,  or  (Hi)  reimbursement  of 


Thursday,  January  12,  1956 


FEDERAL  REGISTER 


247 


the  cost  thereof  by  the  Government,  which 
ever  first  occxirs.  All  Government-furnished 
Property,  together  with  all  property  acquired 
by  the  Contractor  title  to  which  vests  in  the 
Government  under  this  paragraph,  are  sub¬ 
ject  to  the  provisions  of  this  clause  and  are 
hereinafter  collectively  referred  to  as  “Gov¬ 
ernment  Property.” 

(c)  Title  to  the  Government  Property  shall 
not  be  affected  by  the  incorporation  or  at¬ 
tachment  thereof  to  any  property  not  owned 
by  the  Government,  nor  shall  such  Govern¬ 
ment  Porperty,  or  any  part  thereof,  be  or  be¬ 
come  a  fixture  or  lose  its  Identity  as  person¬ 
alty  by  reason  of  afllxation  to  any  realty. 
The  Contractor  shall  maintain  adequate 
property  control  records  of  the  Government 
Property  and  shall  identify  the  Government 
Property  as  such  in  accordance  with  the  re¬ 
quirements  of  the  “Manual  for  Control  of 
Government  Property  in  Possession  of  Con¬ 
tractors”  (Appendix  B,  Armed  Services  Pro¬ 
curement  Regulation  §  30.2,  32  CFR) ,  as  in 
effect  on  the  date  of  the  contract,  which 
Manual  is  hereby  incorporated  by  reference 
and  made  a  pEirt  of  this  contract. 

(d)  The  Government  Property  provided  or 
furnished  pursuant  to  the  terms  of  this  con¬ 
tract  shall,  unless  otherwise  provided  herein, 
be  used  only  for  the  performance  of  this 
contract. 

(e)  The  Contractor  shall  maintain  and  ad¬ 
minister  in  accordance  with  sound  business 
practice,  a  program,  for  the  maintenance,  re¬ 
pair,  protection  and  preservation  of  Govern¬ 
ment  Property  so  as  to  assure  its  full  avail¬ 
ability  and  usefulness  for  the  performance  of 
this  contract.  The  Contractor  shall  take  all 
reasonable  steps  to  comply  with  all  appro¬ 
priate  directions  or  Instructions  which  the 
Contracting  Officer  may  prescribe  as  reason¬ 
ably  necessary  for  the  protection  of  Govern¬ 
ment  Property. 

(f)  (1)  The  Contractor  shall  not  be  liable 
for  any  loss  of  or  damage  to  the  Government 
Property,  or  for  expenses  incidental  to  such 
loss  or  damage,  except  that  the  Contractor 
shall  be  responsible  for  any  such  loss  or 
damage  (including  expenses  incidental 
thereto)  (A)  which  results  from  willful  mis¬ 
conduct  or  lack  of  good  faith  on  the  part 
of  any  of  the  Contractor’s  directors  or  offi¬ 
cers,  or  on  the  part  of  any  of  its  managers, 
superintendents,  or  other  equivalent  repre¬ 
sentatives,  who  has  supervision  or  direction 
of  (I)  all  or  substantially  all  of  the  Con¬ 
tractor’s  business,  or  (II)  all  or  substantially 
all  of  the  Contractor’s  operations  at  any  one 
plant  or  separate  location  in  which  this 
contract  is  being  performed,  or  (HI)  a  sepa¬ 
rate  and  complete  majOT  operation  in  con¬ 
nection  with  the  performance  of  this  con¬ 
tract;  or  (B)  which  results  from  a  failure 
on  the  part  of  the  Contractor,  due  to  the 
Willful  misconduct  or  lack  of  good  faith  on 
the  part  of  any  of  its  directors,  officers,  or 
other  representatives  mentioned  in  subpara¬ 
graph  (A)  above,  (I)  to  maintain  and  ad¬ 
minister,  in  accordance  with  sound  business 
practice,  the  program  for  maintenance,  re¬ 
pair,  protection  and  preservation  of  Govern¬ 
ment  Property  as  required  by  paragraph  (e) 
hereof,  or  (II)  to  take  all  reasonable  steps 
to  comply  with  any  appropriate  written  di¬ 
rections  of  the  Contracting  Officer  under 
paragraph  (e)  hereof;  or  (C)  for  which  the 
Contractor  is  otherwise  responsible  under 
the  express  terms  of  the  clause  or  clauses 
designated  in  the  Schedule;  or  (D)  which 
results  from  a  risk  expressly  required  to  be 
insured  under  this  contract,  but  only  to  the 
extent  of  the  insurance  so  required  to  be 
procTired  and  maintained,  or  to  the  extent 
of  insurance  actually  procured  and  main¬ 
tained,  whichever  is  greater;  or  (B)  which 
restilts  from  a  risk  which  is  in  fact  covered 
by  insurance  or  for  which  the  Contractor  is 
otherwise  reimbursed,  but  only  to  the  extent 
of  such  insvirance  or  reimbursement;  pro¬ 
vided  that,  if  more  than  one  of  the  above 
exceptions  shall  be  applicable  in  any  case, 
the  Contractor’s  liability  under  any  one  ex¬ 


ception  shall  not  be  limited  by  any  other 
exception.  This  clause  shall  not  be  con¬ 
strued  as  relieving  a  subcontractor  from 
liability  for  loss  or  destruction  of  or  damage 
to  Government  Property  in  its  possession  or 
control,  except  to  the  extent  that  the  sub¬ 
contract,  with  the  prior  approval  of  the 
Contracting  Officer,  may  provide  for  the  re¬ 
lief  of  the  subcontractor  from  such  liability. 
In  the  absence  of  such  approval,  the  sub¬ 
contract  shall  contain  appropriate  pro¬ 
visions  requiring  the  return  of  all  Govern¬ 
ment  Property  in  as  good  condition  as  when 
received,  except  for  reasonable  wear  and  tear 
or  for  the  utilization  of  the  property  in 
accordance  with  the  provisions  of  the  prime 
contract. 

(ii)  The  Contractor  shall  not  be  reim¬ 
bursed  for,  and  shall  not  include  as  an  item 
of  overhead,  the  cost  of  insurance,  or  any 
provision  for  a  reserve,  covering  the  risk  of 
loss  of  or  damage  to  the  Government  Prop¬ 
erty,  except  to  the  extent  that  the  Govern¬ 
ment  may  have  required  the  Contractor  to 
carry  such  insurance  under  any  other  pro¬ 
vision  of  this  contract. 

(iii)  Upon  the  happening  of  loss  or  de¬ 
struction  of  or  damage  to  the  Government 
Property,  the  Contractor  shall  notify  the 
Contracting  Officer  thereof,  and  shall  com¬ 
municate  with  the  Loss  and  Salvage  Organ¬ 
ization,  if  any,  now  or  hereafter  designated 
by  the  Contracting  Officer,  and  with  the 
assistance  of  the  Loss  and  Salvage  Organi¬ 
zation  so  designated  (unless  the  Contracting 
Officer  has  designated  that  no  such  organ¬ 
ization  be  employed),  shall  take  all  reason¬ 
able  steps  to  protect  the  Government  prop¬ 
erty  from  further  damage,  separate  the 
damaged  and  undamaged  Government  prop¬ 
erty,  put  all  the  Government  property  in 
the  best  possible  order,  and  furnish  to  the 
Contracting  Officer  a  statement  of  (A)  the 
lost,  destroyed  and  damaged  Government 
Property,  (B)  the  time  and  origin  of  the 
loss,  destruction  or  damage,  (C)  all  known 
Interests  in  commingled  property  of  which 
the  Government  Property  is  a  part,  and  (D) 
the  Insurance,  if  any,  covering  any  part  of 
or  interest  in  such  commingled  property. 
The  Contractor  shall  make  repairs  and 
renovations  of  the  damaged  Government 
Property  or  take  such  other  action,  as  the 
Contracting  Officer  directs. 

(Iv)  In  the  event  the  Contractor  Is  Indem¬ 
nified,  reimbursed,  or  otherwise  compen¬ 
sated  for  any  loss  or  destruction  of  or 
damage  to  the  Government  Property,  it  shall 
Use  the  proceeds  to  repair,  renovate  or  re¬ 
place  the  Government  Property  Involved,  or 
shall  credit  such  proceeds  against  the  cost 
of  the  work  covered  by  the  contract,  or  shall 
otherwise  reimburse  the  Government,  as  di¬ 
rected  by  the  Contracting  Officer.  The  Con¬ 
tractor  shall  do  nothing  to  prejudice  the 
Government’s  right  to  recover  against  third 
parties  for  any  such  loss,  destruction  or 
damage  and,  upon  the  request  of  the  con¬ 
tracting  officer,  shall,  at  the  Government’s 
expense,  furnish  to  the  Government  all  rea¬ 
sonable  assistance  and  cooperation  (includ¬ 
ing  the  prosecution  of  suit  and  the  execution 
of  Instruments  of  assignment  in  favor  of 
the  Government)  in  obtaining  recovery.  In 
addition,  where  the  subcontractor  has  not 
been  relieved  from  liability  for  any  loss  or 
destruction  of  or  damage  to  Government 
property,  the  contractor  shall  enforce  the 
liability  of  the  subcontractor  for  such  loss 
or  destruction  of  or  damage  to  the  Govern¬ 
ment  property  for  the  benefit  of  the 
Government. 

For  use  where  applicable: 

(V)  In  the  event  any  aircraft  are  to  be 
furnished  under  this  contract,  any  loss  or 
destruction  of,  or  damage  to,  such  aircraft 
or  other  Government  property  occxirrlng  in 
connection  with  operations  of  said  aircraft 
will  be  governed  by  the  clause  of  this  con¬ 
tract  captioned  “Flight  Risks,”  to  the  extent 
such  clause  is,  by  its  terms,  applicable. 


(g)  The  Government  shall  at  all  reason¬ 
able  times  have  access  to  the  premises  where 
any  of  the  Government  property  is  located. 

(h)  The  Government  property  shall  re¬ 
main  in  the  possession  of  the  contractor  for 
such  period  of  time  as  is  required  for  the 
performance  of  this  contract  unless  the  con¬ 
tracting  officer  determines  that  the  interests 
of  the  Government  require  removal  of  such 
property.  In  such  case  the  contractor  shall 
promptly  take  such  action  as  the  contracting 
officer  may  direct  with  respect  to  the  removal 
and  shipping  of  Government  property.  In 
any  such  Instance,  the  contract  may  be 
amended  to  accomplish  an  equitable  adjust¬ 
ment  in  the  terms  and  provisions  thereof. 

(i)  Upon  the  completion  of  this  contract, 
or  at  such  earlier  date  as  may  be  fixed  by 
the  contracting  officer,  the  contractor  shall 
submit  to  the  contracting  officer  in  a  form 
acceptable  to  him,  inventory  schedules  cov¬ 
ering  all  items  of  the  Government  property 
not  consumed  in  the  performance  of  this 
contract  (including  any  resulting  scrap), 
or  not  theretofore  delivered  to  the  Govern¬ 
ment,  and  shall  deliver  or  make  such  other 
disposal  of  the  Government  property  as  may 
be  directed  by  the  Contracting  Officer.  Re¬ 
coverable  scrap  shall  be  reported  in  accord¬ 
ance  with  a  procedure  and  in  such  form  as 
the  contracting  officer  may  direct.  The  net 
proceeds  of  any  such  disposal  approved  by 
the  contracting  officer  shall  be  credited  to 
the  cost  of  the  work  covered  by  the  contract 
or  shall  be  paid  in  such  manner  as  the 
contracting  officer  may  direct. 

(J)  Unless  otherwise  provided  herein,  the 
Government  shall  not  be  under  any  duty  or 
obligation  to  restore  or  rehabilitate,  or  to 
pay  the  costs  of  the  restoration  or  rehabilita¬ 
tion  of  the  contractor’s  plant  or  any  portion 
thereof  which  is  affected  by  the  removal  of 
any  Government  property. 

(k)  Directions  of  the  contracting  officer 
and  communications  of  the  contractor  issued 
pursuant  to  this  clause  shall  be  in  writing. 

§  602.552  Special  tooling  clause  for 
fixed-price  construction  contracts.  TTie 
following  clause  shall  be  used  in  fixed- 
price  contracts,  for  construction,  altera¬ 
tion  or  repair  of  buildings,  bridges,  roads, 
or  other  kinds  of  real  property  under 
which  the  contractor  furnishes  sp>ecial 
tooling,  under  the  conditions  set  forth  in 
§  13.302  (b)  (1)  of  this  title,  but  is  not 
for  use  in  contracts  in  which  special 
tooling  is  called  for  as  a  separate  item  in 
the  schedule.  See  §  13.302  (a)  of  this 
title. 

Special  Tooliko 

(a)  The  term  “special  tooling”  as  used  in 
this  clause,  includes  all  Jigs,  dies,  fixtures, 
molds,  patterns,  special  tape,  special  gauges, 
special  test  equipment,  and  other  special 
articles  of  equipment  and  construction  aids 
acquired  or  manufactured  by  the  contractor 
for  use  in  the  performance  of  this  contract, 
and  replacements  thereof,  which  are  of  such 
a  specialized  nature  that,  with  substantial 
modification  or  alteration,  their  use  is 
limited  to  the  production  of  such  supplies 
or  parts  hereof,  or  the  performance  of  such 
services,  called  for  by  this  contract,  as  are 
peculiar  to  the  needs  of  the  Government. 
The  term  does  not  Include;  (i)  Items  of 
tooling  or  equipment  heretofore  acquired  by 
the  contractor,  or  replacements  thereof, 
whether  or  not  altered  or  adapted  for  use 
in  the  performance  of  this  contract;  (ii) 
items  of  tooling  or  equipment  which  are 
usable  for  the  production  of  supplies  or  parts 
thereof,  or  for  the  performance  of  services, 
which  are  not  peculiar  to  the  needs  of  the 
Government,  or  (iii)  general  or  special  ma¬ 
chine  tools  or  similar  capital  items. 

(b)  The  Contractor  agrees  not  to  use  any 
Items  of  special  tooling  except  in  the  per¬ 
formance  of  this  contract,  or  except  as  other¬ 
wise  provided  by  this  clause,  without  prior 
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written  approval  of  the  Contracting  Officer. 
The  Contractor  may,  with  the  approval  of 
the  Contracting  Officer,  rise  the  special  tool- 
lug  In  the  performance  of  other  contracts 
with  the  Government,  or  subcontracts  under 
Government  contracts,  provided  that  the 
Contractor  agrees  not  to  Include  In  the  price 
or  prices  for  any  such  contracts  or  subcon¬ 
tracts,  involving  the  use  of  such  special 
tooling,  the  cost  of  such  tooling  or  any 
allowance  or  charge  to  cover  depreciation  or 
amortization  which  has  previously  been 
charged  against  this  contract. 

(c)  As  and  when  any  substantial  portion 
of  usable  special  tooling  is  not  longer  needed 
by  the  Contractor  for  the  performance  of  this 
contract,  and  of  other  Government  contracts 
and  subcontracts  as  to  which  approval  has 
been  obtained  under  paragraph  (b)  above, 
the  Contractor  shall  promptly  notify  the 
Contracting  Officer  thereof,  and  shall  furnish 
to  the  Contracting  Officer  a  list  of  the  prod¬ 
ucts,  parts,  or  services  for  the  manufacture 
or  performance  of  which  such  special  tooling 
was  used  or  designed.  Upon  completion  or 
termination  of  all  work  under  this  contract, 
or  of  this  contract,  and  other  Government 
contracts  and  subcontracts  as  to  which  ap¬ 
proval  has  been  obtained  imder  paragraph 
(b)  above,  the  Contractor  shall  furnish  a 
final  list  in  the  same  form  covering  all  items 
not  previously  reported  under  this  para¬ 
graph.  Special  tooling  which  had  become 
obsolete  as  a  result  of  changes  in  design  or 
specification  need  not  be  reported,  except  as 
provided  for  in  paragraph  (d). 

(d)  In  the  event  of  any  changes  in  design 
or  specifications  which  affect  interchange- 
ability  of  parts,  the  Contractor  shall,  unless 
otherwise  agreed  to  by  the  Contracting 
Officer,  give  the  Contracting  Officer  notice 
of  any  part  which  is  not  interchangeable 
with  the  new  or  superseding  part  and  the 
usable  special  tooling  for  each  part  covered 
in  such  notice  shall  be  retained  by  the  Con¬ 
tractor  subject  to  the  provisions  of  para¬ 
graph  (i),  pending  disposition  imder  para¬ 
graph  (f). 

(e)  At  the  time  it  furnishes  any  list  or 
notice  under  (c)  or  (d)  above,  the  Contrac¬ 
tor  may  designate  those  items  of  special 
tooling  (either  specifically  or  by  listing  the 
particular  products,  parts,  or  services  for 
which  such  items  were  used  or  designed) 
which  it  desires  to  retain,  together  with  a 
written  offer:  (1)  to  retain  any  or  all  of 
such  items,  free  and  clear  of  any  Govern¬ 
ment  interest,  for  an  amount  designated 
therein,  which  would  ordinarily  not  be  less 
than  the  then  fair  value  of  such  items 
(which  fair  value  takes  into  account,  among 
other  things,  the  value  of  such  items  to  the 
Contractor  for  use  in  further  work  by  it); 
or  (ii)  to  retain  any  or  all  such  items  for 
such  period  of  time  and  subject  to  such 
terms  and  conditions  as  may  be  agreed  to 
by  the  parties  hereto,  subject  to  ultimate 
retention  or  disposition  of  such  items  in  ac¬ 
cordance  with  paragraph  (f)  hereof. 

(f )  Within  90  days  after  receipts  of  any  list 
or  notice  under  paragraph  (c)  or  (d)  hereof, 
or  such  further  period  as  may  be  agreed  upon 
by  the  parties,  the  Contracting  Officer  shall 
furnish  to  the  Contractor:  (1)  a  list  spec¬ 
ifying  the  particular  products,  parts,  or 
services  for  which  the  Government  may  re¬ 
quire  special  tooling,  together  with  a  request 
that  the  Contractor  transfer  title  and  de¬ 
liver  to  the  Government  all  usable  items  of 
special  tooling  which  were  used  or  designed 
for  the  manufacure  or  performance  of  any 
designated  portion  of  such  products,  parts, 
or  services,  and  which  were  on  hand  when 
production  of  such  products  or  parts,  or  per¬ 
formance  of  such  services,  ceased;  or  (ii)  an 
acceptance  or  rejection  of  any  offer  made  by 
the  Contractor  under  paragraph  (e)  above, 
or  a  request  for  further  negotiation  with  re¬ 
spect  thereto;  or  (lii)  subject  to  the  provi¬ 
sions  of  paragraph  (J)  hereof,  a  direction  to 
the  Contractor  to  sell,  or  to  dispose  of  as 


scrap,  for  the  account  of  the  Government, 
any  or  all  of  the  special  tooling  covered  by 
such  list;  or  (iv)  a  statement  with  respect 
to  any  or  all  of  the  special  tooling  covered 
by  such  list  that  the  Government  has  no 
further  interest  therein  and  waives  its  rights 
therein;  or  (v)  any  combination  of  the  fore¬ 
going.  as  the  circumstances  warrant.  The 
Contractor  shall  promptly  comply  with  any 
request  by  the  Contracting  Officer  under  this 
paragraph  to  transfer  title  to  any  items  of 
special  tooling,  and  shall,  subject  to  the  pro¬ 
visions  of  paragraph  (J)  hereof,  (1)  immedi¬ 
ately  prepare  such  items  for  shipment  by 
proper  packaging,  packing,  and  marking,  in 
accordance  with  any  instruction  which  may 
be  issued  by  the  Contracting  Officer,  and 
shall  promptly  deliver  such  items  to  the 
Government,  as  directed  by  the  Contracting 
Officer,  or  (2)  if  a  storage  agreement  has  been 
entered  into,  prepare  such  items  for  storage 
in  accordance  therewith,  as  directed  by  the 
Contracting  Officer.  Any  items  of  special 
tooling  so  delivered  or  stored  shall  be  ac¬ 
complished  by  such  operation  sheets  or  other 
appropriate  data  as  axe  necessary  to  show 
the  manufacturing  operations  or  processes 
for  which  such  items  were  iised  or  designed. 
If  the  Contracting  Officer  has  requested  fur¬ 
ther  negotiations  tmder  (ii)  of  this  para¬ 
graph,  the  Contractor  agrees  that  it  will 
enter  into  such  negotiations  in  good  faith 
with  the  Contracting  Officer.  Any  items  of 
special  tooling  which  are  not  disposed  of  by 
transfer  of  title  and  delivery  to  the  Govern¬ 
ment  under  this  paragraph,  or  by  acceptance 
of  an  offer  of  the  Contractor  made  under 
paragraph  (e),  or  of  such  offer  as  modified 
in  the  course  of  negotiations,  shall  be  dis¬ 
posed  of  in  the  manner  set  forth  in  (iii)  or 
(iv)  of  this  paragraph. 

(g)  If  the  Contracting  Officer  accepts  an 
offer  of  the  Contractor  to  retain  any  items 
of  special  tooling,  or  if  any  such  items  are 
sold  to  third  parties  or  disposed  of  as  scrap, 
the  net  proceeds  shall;  (i)  be  deducted  from 
the  amounts  due  to  the  Contractor  under 
this  contract  and  the  contract  amended 
accordingly;  or  (ii)  be  otherwise  paid  as 
the  Contracting  Officer  may  direct. 

(h)  The  Contractor  agrees  that  it  will 
follow  its  normal  business  practice  in  main¬ 
taining  property  control  records  on  all  the 
special  tooling,  and  that  it  will  make  such 
records  available  for  inspection  by  the  Gov¬ 
ernment  at  all  reasonable  times.  The  Con¬ 
tractor  further  agrees  that,  to  the  extent 
practicable,  it  will  identify  by  appropriate 
stamp,  tag  or  other  mark  all  special  tooling 
subjects  to  this  clause. 

(i)  The  Contractor  agrees  that  between 
the  date  any  usable  items  of  special  tooling 
are  no  longer  needed  by  it,  within  the  mean¬ 
ing  of  this  claiise,  and  the  date  of  final  dis¬ 
position  of  such  items  under  this  clause,  it 
will  take  all  reasonable  steps  necessary  to 
maintain  the  identity  and  existing  condi¬ 
tions  of  such  items,  unless  the  Contracting 
Officer  has  directed  that  such  items  be  dis¬ 
posed  of  as  scrap  or  has  given  notice  under 
(f)  (iii).  The  Contractor  shall  not  be  re¬ 
quired  to  keep  any  such  Items  in  place. 

(J)  Any  preparation  of  Items  for  ship¬ 
ment  required  of  the  Contractor  under  para¬ 
graph  (f)  of  this  clause,  or  any  disposal  as 
scrap  under  paragraph  (f)  (iii),  or  any 
action  required  of  the  Contractor  under 
paragraph  (i),  shall  be  taken  pursuant  to 
written  instructions  of  the  Contracting  Offi¬ 
cer,  which  shall  (i)  provide  for  an  equitable 
adjustment  of  the  contract  price  to  cover  any 
additional  cost,  to  the  Contractor,  not  taken 
into  account  in  the  negotiation  of  this  con¬ 
tract,  of  compl3ring  with  such  instructions, 
which  adjustment  shall  be  made  in  accord¬ 
ance  with  the  procedure  set  forth  in  the 
clause  of  this  contract  entitled  “Changes,” 
or  (ii)  otherwise  provide  for  pa3rment  to  the 
Contractor  of  any  such  additional  cost. 
Any  failure  of  the  Contracting  Officer  to  issue 
the  Contractor  specific  disposition  instruc¬ 
tions  shall  be  construed  as  an  instruction  to 


the  Contractor  to  take  the  action  required 
under  paragraph  (i)  with  provision  for  equi¬ 
table  adjustment  or  payment  as  provided  for 
above. 

The  following  ptiragraph  relating  to  sub¬ 
contracts  shall  be  used  in  cases  where  the 
Contracting  Officer  deems  the  use  of  such 
paragraph  to  be  necessary  in  order  to  pro¬ 
tect  the  Government’s  Interest  in  special 
tooling  which  may  be  acquired  under  such 
subcontracts : 

(k)  The  Contractor  agrees  that,  in  plac¬ 
ing  any  subcontracts  or  purchase  orders  un. 
der  this  contract  which  Involve  the  use  of 
special  tooling,  the  full  cost  of  which  is 
charged  to  such  subcontract  or  purchase  or¬ 
der,  it  will  Include  therein  appropriate  pro¬ 
visions  to  obtain  rights  comparable  to  those 
granted  to  the  Government  by  this  clause, 
and  agrees  that  it  will  exercise  such  rights 
for  the  benefit  of  the  Government,  as  the 
Contracting  Officer  may  direct. 

In  appropriate  cases,  the  following  alter¬ 
native  clause,  relating  to  subcontracts  may 
be  used: 

(k)  The  Contractor  agrees  that,  in  plac¬ 
ing  any  subcontracts  or  purchase  orders  un¬ 
der  this  contract  which  involve  the  use  of 
special  tooling,  the  full  cost  of  which  is 
charged  to  such  subcontract  or  purchase  or¬ 
der,  it  will  to  the  extent  consistent  with  its 
normal  business  practice  include  appropri¬ 
ate  provisions  therein  to  obtain  rights  com¬ 
parable  to  those  granted  to  the  Government 
by  this  clause,  and  agrees  that  it  will  exercise 
such  rights  for  the  benefit  of  the  Govern¬ 
ment,  as  the  Contracting  Officer  may  direct. 

§  602.1502  Exchange  of  versonal 
property  and  application  of  proceeds  to 
purchase  of  similar  items. 

§  602.1502-1  Authorization.  (a) 
Heads  of  Procuring  Activities  are  au¬ 
thorized,  with  authority  to  make  such 
successive  redelegations  as  deemed  ap¬ 
propriate,  to  exchange  personal  property 
and  to  apply  the  exchange  allowance 
thereof  to  the  acquisition  of  similar 
property.  This  authorization  is  subject 
to  the  following  conditions: 

(1)  The  items  exchanged  are  similar 
to  the  items  acquired  (see  paragraph  (b) 
of  this  section  for  explanation  of  the 
word  “similar”) ; 

(2)  The  items  exchanged  are  not  ex¬ 
cess,  and  the  items  acquired  are  needed 
in  the  conduct  of  approved  programs ; 

(3)  The  items  acquired  are  to  be  used 
(whether  or  not  intended  for  additional 
uses)  in  the  performance  of  all  or  sub¬ 
stantially  all  of  the  tasks  or  operations 
in  which  the  items  exchang^  would 
otherwise  be  used,  but  the  items  acquired 
need  not  be  the  same  in  number  nor  used 
in  the  same  location  as  the  items  ex¬ 
changed:  Provided,  That  the  limitation 
prescribed  in  this  subparagraph  shall 
not  apply  with  respect  to  parts  or  con¬ 
tainers:  And  provided  further.  That 
detailed  cross-reference  between  old  and 
new  items  will  not  be  required  in  the 
absence  of  specific  requirements  of  law. 
In  the  absence  of  such  cross-reference, 
however,  there  shall  be  made  available 
to  the  General  Accounting  Office  suffi¬ 
cient  data  to  establish  that  the  items 
acquired  were  similar  to  the  items  ex¬ 
changed,  that  any  exchange  allowances 
applied  in  whole  or  in  part  payment  for 
property  acquired  were  in  fact  available 
for  such  application,  and  that  the  trans¬ 
action  was  otherwise  In  accordance  with 
the  provisions  of  this  subchapter. 

(4)  There  has  been  at  the  time  of  ex¬ 
change  a  written  administrative  deter- 
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mination  to  apply  the  exchange  allow¬ 
ance  in  acquiring  property  in  accord¬ 
ance  with  this  section;  and 

(5)  The  transaction  will  foster  the 
economical  and  efficient  accomplishment 
of  an  approved  program. 

(b)  The  item  of  personal  property  to 
be  exchanged  and  the  item  to  be  acquired 
shall  be  deemed  “similar”  for  the  pur¬ 
pose  of  this  section  when: 

(1)  Both  fall  within  any  one  of  the 
categories  listed  below; 

(2)  In  the  case  of  personal  property 
not  falling  within  the  categories  listed 
in  paragraph  (c)  of  this  section,  the 
item  to  be  acquired  is  designed  and  con¬ 
structed  for  the  same  specific  purpose 
as  the  item  to  be  exchanged ;  or 

(3)  Both  constitute  containers  for 
items  which  are  similar  within  the 
meaning  of  subparagraph  (2)  of  this 
paragraph;  or 

(4)  Both  constitute  parts  for  items 
which  are  similar  within  the  meaning 
of  subparagraph  (1)  or  (2)  of  this 
paragraph. 

(c)  The  following  list  of  items  are 
authorized  to  be  exchanged  or  acquired 
in  accordance  with  this  section: 

1.  Agricvdture  products,  processed  foods 
and  forage. 

2.  Air  conditioning  units,  office  and 
residential. 

3.  Air  conditioning  units,  industrial. 

4.  Ambulances,  all  sizes. 

5.  Ammunition  and  ammunition  compo¬ 
nents. 

6.  Animals  and  animal  products. 

7.  Asphalt  distributors. 

8.  Asphalt  pavers,  portable  or  road  mix. 

9.  Batteries,  storage. 

10.  Bicycles;  tricycles. 

11.  Binoculars;  field  glasses,  telescopes. 

12.  Boilers,  steam. 

13.  Busses,  all  sizes. 

14.  Cards,  tabulating. 

15.  Compressors,  air,  portable. 

16.  Compressors,  air,  stationary. 

17.  Crawlers,  wheel  mounted,  and  railroad 
cranes  (Including  shovels  and  drag  lines). 

18.  Crane  trucks,  industrial  warehouse, 
electric  and  gasoline  powered. 

19.  Ditching  machines. 

20.  Dozer  blades. 

21.  Drill  presses. 

22.  Earth  augers. 

23.  Fans,  electric. 

24.  Graders,  self-powered  and  towed. 

25.  Lathes. 

26.  Machines,  adding;  machines,  calcu¬ 
lating.  . 

27.  Machines,  addressing  and  mailing. 

28.  Machines,  dictating  and  transcribing. 

29.  Machines,  duplicating. 

30.  Machines,  punch  card,  book-keeping, 
tabulating  and  accounting. 

31.  Milling  machines. 

32.  Mixers,  concrete,  portable  or  truck 
mounted. 

33.  Motor  scooters. 

34.  Motorcycles  with  or  without  side  car. 

35.  Mowers,  lawn,  power. 

36.  Pile  drivers. 

37.  Polishers,  floor,  powered. 

38.  Pontoon,  assemblies. 

39.  Power  shovels. 

40.  Railroad  cars,  freight. 

41.  Railroad  cars,  passenger. 

42.  Railroad  cars,  service. 

43.  Railroad  locomotives. 

44.  Refrigeration  equipment. 

45.  Refrigerators. 

46.  Road  rollers,  wheeled  and  sheep’s-foot. 

47.  Saws,  bench. 

48.  Scrapers,  earth  moving  (self-powered). 

49.  Scrapers,  earth  moving,  towed. 


50.  Sedans;  station  wagons,  coupes; 
limousines. 

51.  Snow  plows,  motorized. 

52.  Spreaders,  aggregate  and  lime. 

63.  Tractors,  warehouse. 

54.  Tractors,  wheeled  or  crawler,  with  or 
without  special  attachments,  up  to  65  hp. 

65.  Tractors,  wheeled  or  crawler,  with  or 
without  special  attachments,  65  hp.  and  up. 

56.  Trailers,  general  pvupose,  multiple 
axle. 

57.  Trailers,  general  purpose,  single  axle. 

58.  Trailers,  industrial. 

59.  Trailers,  special  purpose  (Including 

fire  pumper  and  Beantype  sprayer  and  crash 
trailer) . 

60.  Trailers,  tank  mounted. 

61.  Trucks,  electronic. 

62.  Trucks,  fire. 

63.  Trucks,  forklift. 

64.  Trucks,  general  purpose,  cargo  and 

construction,  12,500  GVW  through  28,000 
GVW  (including  truck  tractors,  dump 
multiple  drive,  etc.). 

65.  Trucks,  general  purpose  and  utility  up 
to  12,500  GVW  (including  suburbans,  carry- 
alls,  and  sedan  deliveries). 

66.  Trucks,  straddle. 

67.  Trucks,  tank  (special  purpose  trailer 
of  which  the  tank  is  an  integral  part  of  the 
construction). 

68.  Trucks,  warehouse,  platform  electric 
and  gasoline  powered. 

69.  Typewriters,  manual  and  electric. 

(d)  Items  falling  within  the  following 
categories  shall  not  be  eligible  for 
exchange  under  the  provisions  of 
§§  602.1502-602.1502-5: 

Hand  tools. 

Hardware,  general  purpose. 

Lumber,  millwork,  plywood,  and  veneer. 
Furniture,  office,  household  and  quarters, 
hospital,  shipboard  and  cafeteria  located  in 
the  United  States,  its  territories  and  posses¬ 
sions. 

Office  supplies. 

Textiles. 

Wearing  apparel. 

(e)  Sections  602.1502-602.1502-5  shall 
not  be  construed  to  authorize: 

(1)  The  acquisition  of  personal  prop¬ 
erty  by  a  procuring  activity  when  such 
acquisition  is  not  otherwise  authorized 
by  law. 

(2)  The  acquisition  of  personal  prop¬ 
erty  by  a  procuring  activity  in  contra¬ 
vention  of:  (i)  Any  restriction  upon  the 
procurement  of  a  commodity  or  com¬ 
modities;  or  (ii)  Any  replacement  policy 
or  standard,  prescribed  by  the  President, 
the  Congress,  or  by  the  Administrator  of 
General  Services. 

(3)  The  piurchase  or  acquisition  of 
personal  property  other  than  under  a 
consolidated  purchasing  or  stores  pro¬ 
gram  or  Federal  Supply  Schedule  con¬ 
tract  where  procurement  under  such 
program  or  contract  is  required  by  regu¬ 
lations  or  other  directives  prescribed  by 
the  Administrator :  Provided,  That  a  pro¬ 
curing  activity  acquiring  an  item  or 
items  under  and  in  accordance  with  such 
program  or  contract  may  exchange  simi¬ 
lar  items  and  apply  the  exchange  allow¬ 
ance  as  provid^  in  this  subpart. 

(4)  The  transfer,  or  exchange  of  ex¬ 
cess  or  surplus  property  in  connection 
with  the  purchase  or  acquisition  of  per¬ 
sonal  property:  Provided,  That  a  pro¬ 
curing  activity  obtaining  items  of  excess 
or  surplus  property  as  authorized  by  law 
may  thereafter  exchange  such  items  and 
apply  the  exchange  allowance  as  pro¬ 
vided  in  this  subpart. 


(5)  The  transfer  or  exchange  of  stra¬ 
tegic  or  critical  materials,  or  reserved 
materials. 

(6)  The  transfer  or  exchange  of  nar¬ 
cotics  except  in  accordance  with  the 
criteria  for  sale  of  narcotics  as  set  forth 
in  AR  755-7  (Disposal  of  siurplus  per¬ 
sonal  property) . 

(7)  The  transfer  or  exchange  of  scrap 
in  connection  with  the  purchase  or  ac¬ 
quisition  of  personal  property. 

§  602.1502-2  Reporting  for  screening. 
(a)  All  material  considered  for  exchange 
under  the  provisions  of  §§  602.1502- 
602.1502-5  will  be  reported  for  screening 
on  Standard  Form  120  (Report  of  Excess 
Personal  Property) ,  to  the  Materiel  Re¬ 
distribution  Division,  Bureau  of  Supplies 
and  Accounts,  Department  of  the  Navy, 
unless  one  or  more  of  the  following  con¬ 
ditions  prevail: 

(1)  Materiel  under  consideration  is 
not  reportable  to  the  Materiel  Redistri¬ 
bution  Division  under  criteria  set  forth 
in  AR  755-6  (Reporting  of  station  and 
technical  service  excess  personal  prop¬ 
erty)  . 

(2)  The  property  is  to  be  exchanged 
for  property  which  may  be  acquired 
without  solicitation  of  bids  piu*suant  to 
Subchapter  A,  C?hapter  I  of  this  title 
and  the  need  for  action  will  permit  the 
waiting  period  required  for  screening. 

(b)  Where  a  need  for  property  under 
consideration  for  exchange  is  known  to 
exist,  whenever  practicable,  the  procur¬ 
ing  activity  having  jurisdiction  over  the 
property  will  offer  it  direct  to  the  re¬ 
quiring  service. 

(c)  Items  which  are  reported  to  the 
Materiel  Redistribution  Division  for 
screening  will  be  reported  in  the  same 
manner  as  is  required  for  Technical 
Service  Excess  Property  in  section  III, 
AR  755-6,  with  the  exception  of  the  in¬ 
structions  pertaining  to  spaces  17  (i)  and 
(j)  of  the  Reporting  Form.  When  ap¬ 
plication  of  the  Fair  Value  Formula  is 
not  possible,  the  Reporting  Activity  is 
authorized  to  submit  a  competent  ap¬ 
praisal  of  the  cash  market  value  of  an 
item  or  items  reported  for  screening  and 
in  such  cases  this  appraised  value  will  be 
shown  in  spaces  17  (j)  and  the  heading 
Fair  Value  changed  to  read  Appraised 
Value.  In  filling  utilization  require¬ 
ments,  reimbursements  for  property 
listed  under  Fair  Value  Code  designation 
“D”  shall  not  be  greater  than  the  best 
estimate  of  the  gross  proceeds  if  the 
property  were  to  be  sold  on  a  competi¬ 
tive  bid  basis. 

(d)  Each  reporting  form  used  for  the 
listing  of  the  items  to  be  screened  prior 
to  exchange  will  be  marked  clearly  with 
a  notation,  “This  Materiel  for  exchange 
under  provisions  of  section  201  (c). 
Public  Law  152 — 81st  Congress,  as 
amended,  and  pertinent  Department  of 
Defense  Instructions.” 

(e)  Items  reported  will  be  coded  by 
the  reporting  actiivty  as  to  condition  in 
accordance  with  the  condition  code  set 
forth  in  AR  755-6. 

§  602.1502-3  Screening  of  Personal 
Property  for  the  Materiel  Redistribution 
Division.  The  rules  and  procedures  un¬ 
der  which  those  items  of  personal  prop¬ 
erty  mentioned  in  §  602.1502-2  (a)  will 
be  screened  are  as  follows: 
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RULES  AND  REGULATIONS 


(a)  Depaitment  of  Defense  screening 
of  items  of  property  reported  in  accord¬ 
ance  with  §  602.1502-2  will  be  accom¬ 
plished  by  means  of  an  appropriate 
listing  prepared  by  the  Materiel  Redis¬ 
tribution  Division.  Screening  of  all 
reported  property,  except  that  listed  in 
paragraph  (b)  of  this  section,  will  begin 
with  the  issue  date  of  the  listing  and  will 
end  45  days  later  on  the  Automatic  Re¬ 
lease  date,  in  the  same  manner  described 
in  AR  755-6. 

(b)  Property  contained  in  Federal 
Group  Classification  23,  24,  38,  39,  61,  74, 
and  95  will  be  given  further  screening  by 
the  General  Services  Administration 
through  reports  submitted  by  the  Mate¬ 
riel  Redistribution  Division.  Federal 
screening  of  reported  property  will  begin 
after  the  45 -day  Department  of  Defense 
screening  and  will  end  after  90  days  of 
Federal  screening  on  the  Automatic  Re¬ 
lease  Date  as  indicated. 

(c)  Disposal  action  through  exchange 
will  be  taken  on  property  having  no 
utilization  on,  or  after,  the  Automatic 
Release  Date  unless  the  property  is  re¬ 
leased  by  the  Materiel  Redistribution 
Division  in  advance  of  the  Automatic 
Release  Date.  Materiel  Redistribution 
Division  will  notify  the  holding  activity 
of  the  Automatic  Release  Date. 

§  602.1502-4  Books  and  periodicals. 
Notwithstanding  any  other  provisions  of 
§  §  602.1502-602.1502-5,  procuring  activi¬ 
ties  may  exchange,  without  monetary 
appraisal  or  detailed  listing  or  reporting, 
books  and  periodicals  not  needed  for 
permanent  use,  for  other  books  and  peri¬ 
odicals. 

§  602.1502-5  Dangerous  property  and 
combat  materiel.  Dangerous  Property 
and  Combat  Materiel  will  not  be  ex¬ 
changed  under  this  Procedure  but  will 
be  disposed  of  pursuant  to  AR  755-7. 

4.  In  §  602.1706-1,  paragraph  (b)  is 
revised  to  read  as  follows: 

§  602.1706-1  Records  of  specific  con¬ 
tracts  where  property  is  involved.  *  *  • 

(b)  The  Contracting  OflBcer  will  re¬ 
quire  that  the  Contractor  furnish  the 
historical  record  or  other  acceptable  re¬ 
ceipt  for  contractor-acquired  Govern¬ 
ment  industrial  facilities  with  his  claim 
for  reimbursement.  If  the  contract  does 
not  contain  the  records  clause  prescribed 
in  §  7.203-7  of  this  title,  the  historical 
record  or  receipts  required  for  the  Prop¬ 
erty  Administrator  will  be  in  addition  to 
and  separate  from  those  required  to  be 
attached  as  supporting  documents  to  the 
original  copy  of  the  public  voucher. 
The  receipts  will  be  transmitted  to  the 
Property  Administrator  by  the  Contract¬ 
ing  OflBcer  after  his  certification  of  the 
voucher  for  payment.  [303.1(c).] 

Note. — Paragraph  (b)  of  this  section  per¬ 
mits  the  auditor  to  verify  the  Contractor’s 
receipts,  prior  to  submission  to  the  Con¬ 
tracting  Officer. 

5.  The  opening  portion  of  §  602.1708 
is  amended  to  read  as  follows: 

§  602.1708  Numbering  property  ac¬ 
counts.  Property  account  serial  num¬ 
bers  specified  in  paragraph  14b,  AR  735-5 
(Army  Regulations  Pertaining  to  Prop¬ 
erty  Accountability),  need  not  be  ob¬ 
tained  from  Army  commanders  for 


accounts  established  under  contracts  to 
which  §§  30.2,  30.3  or  Part  13  of  this 
title  are  applicable,  but  rather  the  prop¬ 
erty  account  will  be  identified  by  the 
contract  number  and  the  appropriate 
regional  oflBce  of  the  Army  Audit  Agency 
will  be  advised  as  specified  in  §  606.206-7 
(c)  of  this  subchapter.  For  the  purposes 
of  paragraph  401.1,  §  30.2  of  this  title, 
the  digits  which  designate  the  army, 
technical  service,  and  procurement  cen¬ 
ter  in  the  property  identification  number 
specified  in  paragraphs  (a)  and  (b)  of 
this  section,  will  be  accepted. 

***** 

6.  Section  602.1709-1  is  revised  to  read 
as  follows: 

§  602.1709-1  Contractor  liability. 
[Paragraphs  (a)  to  (d)  reserved.] 

(e)  (1)  No  separate  file  of  letters  of 
advice  will  be  maintained  for  the  prop¬ 
erty  auditors  although  copies  of  such 
letters  when  questions  are  raised  by 
auditors  may  be  furnished  upon  request. 
Channels  through  which  such  letters  are 
reviewed  by  audit  personnel  lie  within 
the  scope  of  audit  instructions.  If  such 
letters,  however,  are  submitted  to  the 
Chief,  Army  Audit  Agency,  for  review 
and  he  concludes  that  further  action  is 
desirable,  he  will  so  state  in  writing  to 
the  head  of  the  technical  service  con¬ 
cerned.  Upon  review  of  the  above  com¬ 
munication,  the  head  of  the  technical 
service  will  initiate  such  further  action 
as  he  considers  is  warranted  by  the  facts. 
In  all  cases,  he  will  advise  the  regional 
auditor  as  to  the  decision  reached. 

(2)  The  written  advice  of  a  Contract¬ 
ing  Officer  in  a  Contractor  property  ac¬ 
count  serves  the  same  puiTpose  as  a  Re¬ 
port  of  Survey  in  a  military  property 
account  even  though  the  Contractor  is 
the  responsible  party  and  his  liability  is 
for  determination  only  under  the  terms 
of  the  contract.  The  report  of  the  facts 
surrounding  the  loss  or  damage  must  be 
accurate  and  complete;  the  findings  of 
the  Contracting  Officer  must  make  ref¬ 
erence  to  specific  terms  of  the  contract 
supporting  his  determination;  and  the 
file,  in  order  to  be  accepted  as  valid,  must 
constitute  a  full  report  of  the  case  with¬ 
out  reference  to  other  documents.  It  is 
the  personal  responsibility  of  the  Con¬ 
tracting  Officer  to  insure  that  the  inter¬ 
ests  of  the  Government  are  protected  at 
all  times;  approval  of  the  Contractor’s 
case  for  relief  from  property  account¬ 
ability  based  on  an  inadequately  docu¬ 
mented  case  constitutes  failure  to  dis¬ 
patch  that  responsibility.  [402.2] 

(R.  S.  161;  5  U.  S.  C.  22.  Interpret  or  apply 
62  Stat.  21;  41  U.  S.  C.  151-161) 

7.  Revise  §  606.203  to  read  as  follows: 

§  606.203  Numbering  of  contractual 
documents  except  those  pertaining  to  the 
Army  Industrial  Fund. 

8.  Revoke  paragraph  (f )  of  §  606.206-3, 
and  revoke  paragraph  (e)  of  §  606.206-4, 
as  follows: 

§  606.206-3  Numbered  Contracts. 

•  *  * 

(f)  [Revoked.] 

§  606.206-4  Unnumbered  Contracts. 

•  *  * 

(e)  [Revoked.] 


9.  Revise  §  606.206-5  and  add  §  606.209 
as  follows: 

§  606.206-5  Supplemental  agreements 
and  change  orders.  Signed  numbers 
and  copies  of  supplemental  agreements 
and  change  orders  will  be  distributed  in 
the  same  manner  as  is  prescribed  for 
the  contracts  to  which  they  pertain  and 
the  Contracting  Officer  will  note  on  his 
retained  copy  of  the  supplemental  agree¬ 
ment  or  change  order  the  date  on  which 
the  Contractor’s  number  was  delivered 
or  mailed  to  him. 

§  606.209  Contracts  pertaining  to  the 
Army  Industrial  Fund — (a)  General. 
(1)  Purchasing  and  contracting  at  in¬ 
stallations  operating  under  the  Army  In¬ 
dustrial  Fund  will  be  governed  by  the 
Army  Procurement  Procedure.  The  pro¬ 
cedures  prescribed  in  this  section  apply 
to  the  numbering  and  distribution  of 
contracts  pertaining  to  the  Army  Indus¬ 
trial  Fund.  This  section  does  not  apply 
to  Army  Stock  Fund  contracts,  nor  to 
the  preparation  and  processing  of  DD 
Form  738.  (§  592.650  of  this  sub¬ 

chapter.) 

(2)  Where  a  contract  provides  for 
payments  from  the  Army  Industrial 
Fund  and  other  funds,  the  contract  con¬ 
cerned  will  be  assigned  two  numbers. 
One  number  as  provided  by  paragraph 
(b)  of  this  section  to  identify  the  con¬ 
tract  relating  in  part  to  the  Army  In¬ 
dustrial  Fund  and  an  alternate  number 
as  provided  by  §  606.203-4.  Copies  of 
these  contracts  will  be  distributed  in  ac¬ 
cordance  with  the  provisions  of  para¬ 
graph  (c)  of  this  section  and  §  606.206. 

(b)  Numbering.  (1)  Army  Industrial 
Fund  contracts  will  be  numbered  as  fol¬ 
lows: 

(1)  'The  capital  letters  “DA.’* 

(ii)  The  station  number  assigned  the 
installation  for  utilization  in  accounting 
transactions  of  the  Army  Industrial 
Fund. 

(iii)  Industrial  fund  project  number 
assigned  to  the  installation  concerned 
and  indicated  in  the  Army  Fiscal  Code. 

(iv)  Letter  symbol  of  the  procuring 
activity  under  whose  jurisdiction  the 
contract  is  awarded  (§  606.203-4  (a)). 

(V)  Serial  number  of  the  contract. 

(2)  Example:  DA-28-017-501-ORD-1. 

(3)  Paragraph  (b)  (1)  of  this  section 
does  not  require  the  initiation  of  a  new 
series  of  serial  numbers  at  existing  in¬ 
stallations.  Newly  activated  installa¬ 
tions  will  begin  with  number  1  as  the 
serial  number  of  the  first  contract 
awarded,  and  continue  the  numerical  se¬ 
quence  in  the  same  manner  as  provided 
by  §  606.203-4  (a)  (4)  for  other  than 
Industrial  Fund  Contracts. 

(c)  Distribution.  There  will  be  re¬ 
tained  at  the  site  of  operations  the 
originals  of  all  contracts  and  related 
documents  (except  those  pertaining  to 
transportation  services)  supporting  dis¬ 
bursements  from,  and  collections  for,  the 
Army  Industrial  Fund  at  the  instaUation 
or  activity  concerned.  Where  a  contract 
provides  for  pasmaent  from  the  Army 
Industrial  Fund  and  other  funds,  an 
authenticated  copy  of  the  contract  and 
related  documents  will  be  distributed  as 
prescribed  in  §  606.206. 


Thursday^  January  12,  1956 
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10.  Section  606.713  is  revised,  and  in 
§  606.1005  (b) ,  a  new  subparagraph  (8) 
is  added,  as  follows: 

§  606.713  Records  pertaining  to  small 
biLsiness  to  he  maintained  by  procuring 
activities  and  field  purchasing  offices 
(other  than  DD  Form  350  and  DA  Form 
377  Reports) — (a)  Small  Business  Ad¬ 
ministration  statistics  and  information. 
Copies  of  Small  Business  Administrative 
statistics  and  information  which  are 
furnished  the  purchasing  office  by  the 
Small  Business  Administration  will  be 
forwarded  to  the  Senior  Small  Business 
Specialist  of  the  Procuring  Activity  (e.  g.. 
Small  Business  Administration  Form  70, 
Certificates  of  Competency,  etc.)  for  his 
information  and  analysis. 

(b)  Release  of  information  and  statis¬ 
tics  by  the  Department  of  the  Army. 
Release  of  information  and  statistics  to 
other  than  authorized  Department  of 
the  Army  personnel  will  be  made  in  ac¬ 
cordance  with  current  policy.  When 
request  is  made  through  the  prescribed 
channels,  information  and  reports  com¬ 
prising  regularly  compiled  data  concern¬ 
ing  small  business  activities  may  be  re¬ 
leased  to  the  Small  Business  Adminis¬ 
trator. 

§  606.1005  Transportation  considera¬ 
tions  in  the  procurement  cycle.  *  *  ♦ 

(b)  Solicitation  phase.  *  *  * 

(8)  When  it  is  considered  necessary 
in  the  interest  of  safe  transportation  to 
prescribe  particular  carloading  methods, 
the  required  methods  shall  be  specified 
in  adequate  detail  in  the  Invitations  for 
Bids  or  Requests  for  Proposals,  or  in 
related  transportation  instructions  or 
packaging  specifications.  However,  no 
provision  shall  require  carloading  meth¬ 
ods  which  will  prevent  contractors  from 
employing  commercial  methods  in  gen¬ 
eral  use  which  provide  protection  equiv¬ 
alent  to  or  better  than  the  recommended 
methods  contained  in  the  Association  of 
American  Railroads  carloading  pam¬ 
phlets.  Carloading  methods  prescribed 
by  the  Association  of  American  Rail¬ 
roads  for  loading  shipments  in  or  upon 
open  topped  cars  are  considered  to  be 
mandatory.  However,  if  a  Contractor 
desires  to  use  carloading  methods  other 
than  those  prescribed  in  the  Invitations 
for  Bids  or  Requests  for  Proposals  or 
related  instructions,  the  Contractor  shall 
be  required  to  provide  sufficient  evidence 
to  satisfy  the  interested  transportation 
officer  who  wiU  advise  the  Contracting 
Officer  that  such  proposed  substitute 
methods  are  adequate.  This  subpara¬ 
graph  applies  only  to  transportation  of 
freight  by  railroads  within  the  con¬ 
tinental  United  States. 

«  *  *  •  • 

11.  A  new  Subpart  L  is  added  to  Part 
606,  to  read  as  follows: 

SUBPART  L — CONTRACT  FINANCING  POLICIES 
AND  PROCEDURES 

Sec. 

606.1201  Definitions  and  references. 

606.1202  Policy. 

606.1202- 1  Basic  policies. 

606.1202- 2  Limitations. 

606.1203  General  requirements. 

606.1203- 1  Selection  of  contractors. 

606.1203- 2  Surreillance  of  contract  financ¬ 

ing  and  Report  of  Adverse  De¬ 
velopments  (Reports  Control 

Symbol  CSGLD  685). 

No.  7 - 3 


Sec. 

606.1203- 3  Advance  approval. 

606.1204  Guaranteed  loans. 

606.1204r-l  Policy. 

606.1204- 2  Procedures. 

606.1204- 3  Reports. 

606.1205  Progress  payments. 

606.1205- 1  Standards  for  customary  prog¬ 

ress  payments  based  on  costs. 

606.1205- 2  Standards  for  unusual  progress 

payments  based  on  costs. 

606.1205- 3  General  considerations. 

606.1205- 4  Reports. 

606.1205- 5  Contract  clause. 

606.1206  Advance  payments. 

606.1206- 1  Policies  and  procedures. 

606.1206- 2  Reports. 

606.1207  Ascertainment  and  collection  of 

debts  owed  by  contractors. 

Authority:  §§  606.1201  to  606.1207  issued 
under  R.  S.  161;  5  U.  S.  C.  22.  Interpret  or 
apply  62  Stat.  21;  41  U.  S.  C.  151-161. 

§  606.1201  Definitions  and  refer¬ 
ences — (a)  Contract  financing.  The 
term  “contract  financing”  covers  guar¬ 
anteed  loans  (V-loans),  advance  pay¬ 
ments,  and  progress  payments  necessary 
for  both  performance  and  termination 
purposes.  The  term  does  not  include 
partial  payments  defined  as  payments 
made  upon  completion  of  the  delivery  of 
one  or  more  complete  units,  or  upon 
completion  of  one  or  more  distinct  items 
of  service,  under  a  contract,  or  partial 
payments  on  termination  claims. 

(b)  Contract  financing  office.  The 
term  “contract  financing  office”  refers 
to  the  Comptroller  of  the  Army,  Wash¬ 
ington  25,  D.  C. 

(c)  Guaranteed  loan.  See  §  82.12  of 
this  title. 

(d)  Progress  payments.  See  §  82.16  of 
this  title. 

(e)  Advance  payments.  See  §  82.14 
of  this  title. 

§  606.1202  Policy. 

§  606.1202-1  Basic  policies,  (a)  Basic 
policies  are  outlined  in  Part  82,  Subpart 
B,  of  this  title.  In  addition,  financing 
must  support  procurement  and  be  ad¬ 
ministered  in  such  manner  as  to  avoid 
risk  of  monetary  loss  to  the  Government, 
to  the  extent  compatible  with  aiding 
essential  procurement.  Procuring  Activ¬ 
ities  in  placing  contracts  must  give  due 
regard  to  the  financial  capabilities  of 
prospective  suppliers.  Government  fi¬ 
nancing  should  be  provided  only  if,  and 
to  the  extent,  reasonably  required  for 
prompt  and  efficient  contract  perform¬ 
ance.  Generally,  contract  financing 
should  be  considered  as  a  supplement  to 
the  contractor’s  capital  investment  and 
should  bear  a  reasonable  relationship 
thereto. 

(b)  Financing  through  advance  pay¬ 
ments  and/or  guaranteed  loans  may  be 
made  available,  upon  proper  approval, 
to  a  supplier  in  cases  where  (1)  the  pro¬ 
duction  or  service  is  essential,  and  (2) 
no  alternate  source  is  readily  available 
without  prejudice  to  the  National  De¬ 
fense.  The  availability  of  alternate 
sources,  however,  will  not  apply  in  cases 
of  guaranteed  loans  to  small  business 
concerns.  (§  606.701  of  this  part.) 

(c)  In  determining  what  form  of  fi¬ 
nancing  shall  be  recommended  or  made 
available  to  suppliers  the  following  order 
of  preference  (except  as  otherwise  in¬ 
dicated  in  §606.1205-1  (d))  will  be 
observed: 


(1)  Private  financing  (without  Gov¬ 
ernment  guarantee  or  participation). 

(2)  Guaranteed  loans  (with  financing 
institutions  participating  to  an  extent 
appropriate  to  the  risk  involved). 

,  (3)  Progress  payments. 

(4)  Advance  payments. 

§  606.1202-2  Limitations,  (a)  Guar¬ 
anteed  loans  under  Section  301  of  the 
Defense  Production  Act  of  1950,  as 
amended,  will  be  used  primarily  for 
working  capital  purposes.  Such  guar¬ 
antee  authority  will  not  be  used  for  loans 
for  facilities  expansion;  however,  this 
limitation  is  not  intended  to  preclude 
guarantees  in  cases  in  which  a  relatively 
small  part  of  the  loan  might  be  used 
for  facilities  expansion  of  a  minor  or 
incidental  nature  provided  that  the 
borrower’s  financial  condition  is  such 
that  the  facilities  expansion  will  not  de¬ 
lay  or  impair  repayment  of  a  guaranteed 
loan  which  would  be  granted  on  a  com¬ 
mercial  banking  basis. 

(b)  Guaranteed  loans,  progress  pay¬ 
ments,  and  advance  payments  should  be 
self -liquidating  from  contract  perform¬ 
ance  and  therefore  will  not  be  used  to 
finance  fixed  asset  acquisitions  for  Con¬ 
tractor  ownership. 

(c)  The  limitations  outlined  above  do 
not  apply  to  contracts  under  which  the 
facilities  are  being  acquired  for  Gov¬ 
ernment  ownership. 

§  606.1203  General  requirements. 

§  606.1203-1  Selection  of  contractors. 
As  indicated  in  §  1.307  of  this  title  and 
§  590.307  of  this  subchapter.  Contracting 
Officers  are  responsible  for  determining 
that  a  proposed  Contractor  has  the 
financial  as  well  as  productive  resources 
necessary  to  perform  the  contract  con¬ 
cerned.  The  necessity  for  supplement¬ 
ing  a  Contractor’s  working  capital  by 
contract  financing  should  not  deter 
Contracting  Officers  from  considering 
proposed  contractors  where  benefits 
from  dealing  with  such  contractors 
would  accrue  to  the  Government.  In 
such  cases,  before  awarding  any  contract 
or  making  any  recommendations  in  con¬ 
nection  with  contract  financing.  Con¬ 
tracting  Officers  will  make,  or  cause  to 
be  made,  an  adequate  investigation  into 
the  financial  condition  of  the  proposed 
Contractor.  For  this  purpose,  the  Con¬ 
tracting  Officer  should  use  the  services 
of  the  Army  Audit  Agency. 

§  606.1203-2  Surveillance  of  contract 
financing  and  Reports  of  Adverse  De¬ 
velopments  (Reports  Control  Symbol 
CSGLD  585) — (a)  Surveillance  of  con¬ 
tract  financing.  Surveillance  will  be 
maintained  over  all  contractors  who 
have  been  authorized  guaranteed  loans, 
progress  payments,  or  advance  pay¬ 
ments.  The  degree  of  surveillance  re¬ 
quired  depends  upon  the  nature  of  the 
procurement,  the  type  and  amount  of 
Government  financing  involved,  and  the 
character  and  financial  ability  of  the 
Contractor.  The  surveillance  of  con¬ 
tractors,  to  the  extent  considered  appro¬ 
priate  by  the  Contracting  Officer  or  Head 
of  the  Procuring  Activity  should  include, 
but  not  be  limited  to,  (1)  frequent  or 
periodic  visits  to  the  contractor’s  plant; 
(2)  securing  advice  of  the  contractor’s 
backlog  of  all  undelivered  contractual 
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commitments;  (3)  securing  financial 
statements  from  the  Contractor  as  often  2. 
as  deemed  necessary;  (4)  having  the 
resident  representative,  resident  or  trav¬ 
eling  inspector  (as  the  case  may  be) 
submit  to  the  Contracting  Officer  not  less 
frequently  than  monthly  or  more  often 
if  deemed  necessary,  his  appraisal  of  the 
operations  of  the  Contractor  to  reflect 
such  items  of  information  as  the  quality 
of  production  or  performance;  rejection 
date;  contractor’s  ability  to  meet  deliv¬ 
ery  schedules,  and  any  other  pertinent 
information  regarding  the  contractor’s 
operations. 

(b)  Wherever  a  Contractor  appears  to 
be  in  financial  or  production  difficulties 
which  might  impair  the  security  or  liqui¬ 
dation  of  Government-furnished  finan¬ 
cial  assistance,  the  services  of  the  Army 
Audit  Agency  may  be  utilized  to  conduct 
an  analysis  of  the  contractor’s  accoimts 
and  financial  operations. 

(c)  If  at  any  time  with  regard  to  any 
contractor  who  has  been  authorized 
guaranteed  loans,  progress  payments,  or 
advance  pasmients,  the  Contracting 
Officer  or  Head  of  the  Procuring  Activity 
determines  (or  has  reason  to  believe) 
that:  (1)  The  contractor’s  financial  con¬ 
dition  is  becoming  sufficiently  serious  to 
prevent  the  purchase  of  materials  neces¬ 
sary  for  production  under  Government 
contracts,  thereby  causing  delay,  possible 
default  in  deliveries,  or  stoppage  in  pro¬ 
duction;  or  (2)  the  Contractor  is  ap¬ 
proaching  insolvency  or  possible  bank¬ 
ruptcy  or  (3)  production  problems  or 
other  adverse  conditions  may  seriously 
delay  performance  or  cause  the  Con¬ 
tractor  to  default  on  Government  con¬ 
tracts,  a  complete  report  of  such  situa¬ 
tion  will  be  prepared  and  forwarded  on 
a  priority  basis  through  channels  to  the 
Chief,  Purchases  Branch,  Office,  Deputy 
Chief  of  Staff  for  Logistics,  Department 
of  the  Army.  In  forwarding  this  report, 
the  Head  of  the  Procuring  Activity  will 
include  his  recommendations  as  to  the 
action  which  he  considers  should  be 
taken.  A  separate  copy  of  this  report 
will  be  forwarded  by  the  preparing  office 
direct  to  the  Comptroller  of  the  Army, 
Attn:  Chief,  Contract  Financing  Divi¬ 
sion,  Washington,  D.  C.  It  is  essential 
that  cases  as  described  in  this  paragraph 
be  reported  immediately  after  the  situa¬ 
tion  becomes  known.  This  report  “Con¬ 
tractors  in  Difficulty  Authorized  Guar¬ 
anteed  Loans,  Progress  Payments  or 
Advance  Payments’’  is  assigned  Reports 
Control  Sj^mbol  CSGLD-585. 

§  606.1203-3  Advance  approval.  In 
addition  to  the  requirements  outlined  in 
§  606.204  of  this  part  all  proposed  con¬ 
tracts  or  letter  contracts  which  will  be 
financed  by  a  combination  of  advance 
payments  and  guaranteed  loans  will  be 
submitted  to  the  Chief,  Purchases 
Branch,  Office,  Deputy  Chief  of  Staff  for 
Logistics,  for  approval,  prior  to  award. 

§  606.1204  Guaranteed  loans. 

§  606.1204-1  Policy,  (a)  See  §  606.- 
1202-2. 

(b)  See  Part  82,  Subparts  B  and  C,  of 
this  title. 

§  606.1204-2  Procedures.  See  Part  82, 
Subpart  C,  of  this  title. 


S  606.1204-3  Reports.  See  §  606.1203- 

§  606.1205  Progress  payments. 

§  606.1205-1  Standards  for  customary 
progress  payments  based  on  costs,  (a) 
Progress  payments  are  sometimes  neces¬ 
sary  and  useful  to  supplement  the  work¬ 
ing  funds  available  to  defense  contrac¬ 
tors  of  all  sizes.  It  should  seldom  be 
necessary  for  progress  pasmaents  based 
on  costs  to  exceed  90  percent  of  direct 
labor  and  material  costs,  or  75  percent 
of  total  costs,  of  the  work  done  under 
the  undelivered  portion  of  the  contract. 

(b)  Certain  types  of  production  con¬ 
tracts  involve  a  long  “lead  time”  or  pre¬ 
paratory  period,  normally  approximat¬ 
ing  six  months  or  more  between  the 
beginning  of  work  and  the  first  delivery, 
and  may  require  contractor’s  predeliv¬ 
ery  expenditures  that  will  have  a  ma¬ 
terial  impact  on  the  contractor’s  work¬ 
ing  funds.  Familiar  examples  include, 
among  others,  contracts  for  aircraft,  en¬ 
gines,  complex  items  of  electrical  or 
electronics  equipment,  heavy  handling 
equipment,  production  machines  and 
equipment,  tanks  and  other  items  of 
heavy  ordnance. 

(c)  Progress  payments  on  the  basis  of 
not  more  than  75  percent  of  total  costs 
or  90  percent  of  direct  labor  and  ma¬ 
terial  costs,  of  the  work  done  under  the 
undelivered  portion  of  the  contract  have 
been  traditional  and  customary  on  the 
classes  of  contracts  outlined  in  para¬ 
graph  (b)  of  this  section.  For  future 
procurement,  higher  percentages  will  be 
regarded  as  unusual,  and  not  within  the 
category  of  customary  progress  pay¬ 
ments. 

(d)  When  requested  by  contractors 
who  are  known  (from  experience  or  ade¬ 
quate  preaward  investigation)  to  be  re¬ 
liable,  competent,  and  capable  of 
satisfactory  performance,  to  have  an 
adequate  accounting  system  and  con¬ 
trols,  and  to  be  in  satisfactory  financial 
condition,  provisions  for  progress  pay¬ 
ments  up  to,  but  not  exceeding,  the  per¬ 
centages  and  bases  specified  in  para¬ 
graph  (a)  of  this  section,  in  the  class 
of  contracts  described  in  paragraph  (b) 
of  this  section,  is  regarded  as  reasonably 
necessary.  In  such  cases  it  is  not  nec¬ 
essary  to  require  projection  of  cash 
receipts  and  expenditures  or  other  dem¬ 
onstration  of  actual  reasonable  need  for 
progress  payments  and  the  general  pref¬ 
erence  for  private  financing,  including 
guaranteed  loans,  does  not  apply. 

(e)  When  costs  other  than  for  direct 
labor  and  material  are  included  in  the 
base  for  progress  payments,  the  percent¬ 
age  of  the  contract  price  of  delivered 
items  to  be  applied  for  liquidation  of 
progress  payments  will  not  be  less  than 
the  percentage  of  costs  upon  which 
progress  payments  are  based,  (e.  g., 
when  progress  payments  are  based  on 
75  percent  of  all  costs,  liquidation  will  be 
at  a  rate  not  less  than  75  percent  of  the 
contract  price  of  separate  items  as  they 
are  delivered).  When  progress  pay¬ 
ments  are  based  on  90  percent  of  the 
costs  of  direct  labor  and  material,  the 
rate  of  liquidation  of  progress  pasonents 
will  be  not  less  than  90  percent  of  the 
percentage  of  estimated  total  costs 


represented  by  the  estimated  costs  of 
direct  labor  and  material.  Thus,  for 
example,  if  the  base  for  progress  pay¬ 
ments  is  90  percent  of  the  costs  of  direct 
labor  and  material,  and  if  estimated 
costs  of  direct  labor  and  material  are 
70  percent  of  total  estimated  costs, 
liquidation  will  be  at  a  rate  not  less  than 
63  percent  (90  X  70)  of  the  contract 
price  of  separate  items  as  they  are 
delivered. 

(f)  The  procedures  of  this  section  are 
applicable  to  all  contracts  of  the  class 
described  in  paragraph  (b)  of  this  sec¬ 
tion,  regardless  of  size  of  contract  or 
contractor.  However,  in  order  to  mini¬ 
mize  administrative  effort  and  expense, 
progress  payments  will  not  be  provided 
on  relatively  small  contracts  of  the 
stronger  and  larger  contractors,  (e.  g., 
contracts  for  less  than  $1,000,000)  un¬ 
less  the  circumstances  of  a  group  of  con¬ 
tracts,  for  contemporaneous  perform¬ 
ance,  make  such  contracts  the  approxi¬ 
mate  equivalent  of  a  larger  contract  that 
would  have  a  material  impact  on  the 
contractor’s  working  funds.  There  is  no 
minimum  contract  amount  for  progress 
payments  to  small  business  concerns. 

§  606.1205-2  Standards  for  unusual 
progress  payments  based  on  costs,  (a) 
Progress  pasments  based  on  costs,  other 
than  progress  payments  of  the  class  and 
within  the  limits  set  forth  in  |  606.1205- 
1,  will  be  regarded  as  unusual,  and  will 
require  special  approval.  This  is 
deemed  necessary  for  the  purpose  of 
minimizing  risks,  and  in  order  to  estab¬ 
lish  and  maintain  the  greatest  practi¬ 
cable  uniformity  with  regard  to  such 
progress  payments  within  and  among 
the  military  departments.  Contractors 
seeking  provisions  for  progress  payments 
that  are  “unusual”,  will  be  required  to 
demonstrate  fully  their  actual  need 
therefor,  with  due  regard  to  the  prefer¬ 
ence  for  private  financing,  including 
guaranteed  loans.  Request  for  “un¬ 
usual”  progress  payments  shall  be  ap¬ 
proved  only  under  exceptional  circum¬ 
stances  and  must  have  the  specific  ap¬ 
proval  of  the  Head  of  a  Procuring 
Activity  (§  1.201-4  of  this  title)  or  of  a 
general  officer  designated  for  that 
purpose, 

(b)  Such  cases  must  involve  a  prepar¬ 
atory  period  requiring  contractor’s  pre¬ 
delivery  expenditures  that  are  large  in 
relation  to  the  contract  price  and  in  re¬ 
lation  to  the  contractor’s  v;orking  capi¬ 
tal  and  credit.  Contreict  provisions  for 
progress  payments  in  this  category  will 
be  only  supplementary  to  private  financ¬ 
ing,  including  guaranteed  loans,  in 
amounts  necessary  for  contract  per¬ 
formance.  The  percentage  rates  and 
cost  bases  for  progress  payments  on  new 
procurement  in  this  category  will  be  de¬ 
termined  on  a  minimum  basis  commen¬ 
surate  with  the  contractor’s  production 
schedule  requirements  and  minimum  in¬ 
ventory  lead  time,  with  due  regard  to 
the  contractor’s  projected  cash  needs, 
cash  resources  and  their  planned  ap 
plication. 

(c)  All  requests  involving  progress 
payments  at  rates  exceeding  90  percent 
of  direct  labor  and  material  costs  or  ex¬ 
ceeding  75  percent  of  total  costs,  if  re- 
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garded  favorably  by  the  Head  of  a 
Procuring  Activity  or  by  a  specially  des¬ 
ignated  general  officer  within  a  procur¬ 
ing  activity,  will  be  forwarded,  with 
supporting  information  through  the 
Chief,  Purchases  Branch,  Office,  Deputy 
Chief  of  Staff  for  Logistics,  for  approval 
by  the  Comptroller  of  the  Army.  Ap¬ 
provals  when  given  will  extend  to  fu¬ 
ture  contracts  with  the  same  contractor 
unless  otherwise  indicated,  or  thereafter 
required  by  the  approving  authority 
based  on  a  review  of  the  contractor’s 
current  condition  and  circumstances. 

§  606.1205-3  General  considerations. 

(a)  Progress  payments  require  careful 
administration  to  insure  against  over¬ 
payments  and  losses.  In  all  cases  the 
physical  progress  of  the  work  should  be 
evaluated  periodically  as  indicated  in 
§  606.1203-2  to  assure  that  the  progress 
payments  are  fairly  supported  by  the 
value  of  the  work  actually  accomplished 
on  the  undelivered  portion  of  the  con¬ 
tract,  in  conformity  with  the  contract 
requirements.  Unliquidated  progress 
payments  shall  not  be  permitted  to  ex¬ 
ceed  the  percentage  specified  in  the  con¬ 
tract,  of  costs  forming  the  base  for 
progress  payments,  applicable  only  to  the 
partially  finished  undelivered  portion  of 
the  contract. 

(b)  The  extent  of  supervision  re¬ 
quired.  whether  for  loss  prevention  or 
for  avoidance  of  overpayments,  should 
vary  inversely  with  the  experience,  per¬ 
formance  record,  reliability,  quality  of 
management,  and  financial  strength  of 
contractors,  and  with  the  adequacy  of 
their  accounting  system  and  controls. 
Reviews  should  be  of  a  kind  and  degree 
that  will  be  sufficient,  consistent  with 
the  circumstances  of  individual  cases,  to 
provide  timely  knowledge  of  circum¬ 
stances  that  would  adversely  affect  con¬ 
tract  performance  and  the  liquidation  of 
progress  payments,  and  timely  oppor¬ 
tunity  for  any  action  that  may  be  ap¬ 
propriate  for  the  protection  of  the 
Government.  Particular  care  must  be 
taken  to  assure  that  the  unpaid  balance 
of  the  contract  price  will  be  adequate 
to  cover  the  anticipated  cost  of  com¬ 
pletion,  or  that  the  Contractor  has 
adequate  resources  to  complete  the  con¬ 
tract  if  the  unpaid  balance  of  the  con¬ 
tract  price  is  inadequate  to  cover  costs 
of  completion. 

(c)  Action  to  reduce  or  slow  down 
progress  payments  or  to  increase  liqui¬ 
dation  rates  (unless  justified  on  other 
grounds,  such  as  overpayments  or  un¬ 
satisfactory  performance)  should  be 
consistent  with  contract  provisions,  and 
never  taken  precipitately  or  arbitrarily. 
Any  reduction  of  progress  payments  on 
active  contracts  (other  than  normal 
liquidation  pursuant  to  the  contract) 
should  be  effected  only  after  notice  to, 
and  discussion  with,  the  Contractor  and 
after  full  exploration  of  the  contractor’s 
financial  condition,  existing  or  available 
credit  arrangements,  projected  cash  re¬ 
quirements,  effect  of  progress  payment 
reduction  on  the  contractor’s  operations, 
and  generally  on  the  equities  of  the  par¬ 
ticular  situation.  Where  contract  per¬ 
formance  is  satisfactory,  and  there  Is 
neither  overpayment  nor  anticipated 


loss,  proper  progress  payments,  ade¬ 
quately  verified,  will  be  paid  promptly 
when  earned  and  billed  in  accordance 
with  contract  provisions,  even  though 
the  terms  of  the  particular  contract 
may  make  the  payment  discretionary 
rather  than  mandatory,  and  such  proper 
payments  will  not  be  withheld  or  denied 
because  of  the  contractor’s  lack  of  need 
for  the  payment, 

(d)  The  standards  set  forth  and  re¬ 
ferred  to  in  this  subpart  are  equally  ap¬ 
plicable  to  situations  where  it  is  con¬ 
templated  that  contracts  will  provide 
for  progress  payments  based  on  progress 
payments  made  by  a  prime  Contractor 
to  a  subcontractor.  However,  when 
progress  payments  have  been  made  by 
a  prime  Contractor  to  a  subcontractor 
pursuant  to  the  provisions  of  the  appli¬ 
cable  prime  contract  and  subcontract, 
the  progress  payment  to  the  prime  Con¬ 
tractor  to  reimburse  him  for  such  prog¬ 
ress  payment  to  the  subcontractor  may 
include  the  full  amount  of  his  progress 
payment  made  to  the  subcontractor 
when  so  provided  by  the  prime  contract. 

(e)  Cost  reimbursement  contracts  will 
not  be  used  as  a  means  or  for  the  pur¬ 
pose  of  avoiding  the  standards  applicable 
to  progress  payments, 

(f)  Progress  payments  measured  by  a 
percentage  of  physical  completion  will 
not  be  used  as  a  substitute  for  progress 
payments  based  on  costs,  in  situations 
where  progress  payments  are  ordinarily 
based  on  costs. 

(g)  This  subpart  has  equal  applica¬ 
tion  to  production  contracts  and  to  con¬ 
tracts  for  research  and  development.  It 
applies  to  new  contracts  involving  prog¬ 
ress  payments  based  on  costs,  to  new 
supplements  or  amendments  increasing 
quantities  under  existing  contracts,  and 
to  any  amendments  or  supplements  pro¬ 
viding  for  progress  payments  based  on 
costs  under  any  contracts  not  presently 
providing  for  progress  payments. 

§  606.1205-4  Reports,  (a)  The  re¬ 
porting  requirements  generally  applic¬ 
able  to  progress  payments  are  prescribed 
in  SR  35-225-10.  (Special  Regulations 
of  the  Army). 

(b)  Section  606,1203-2. 

§  606.1205-5.  Contract  clause.  The 
Standard  Progress  Payment  Clause  is 
contained  in  §  596.150-1  of  this  sub¬ 
chapter.  When  progress  payments  are 
based  on  75  percent  of  total  costs  instead 
of  90  percent  of  direct  labor  and  mate¬ 
rial  as  indicated,  the  clause  will  be 
appropriately  modified. 

§  606.1206  Advance  payments. 

§  606.1206-1  Policies  and  procedures. 
(a)  Part  592,  Subpart  E,  of  this  sub¬ 
chapter. 

(b)  Part  82,  Subparts  A  and  D,  of 
this  title. 

§  606.1206-2  Reports.  Section 
606.1203-2. 

§  606.1207  Ascertainment  and  collec¬ 
tion  of  debts  owed  by  contractors. 
Policies,  responsibilities  and  procedures 
regarding  the  ascertainment  and  collec¬ 
tion  of  contractors  indebtedness  are  pre¬ 
scribed  in  AR  35-3290. 


[C  16,  APP,  15  November  1955]  (R.  S.  161; 

6  U.  S.  C.  22,  Interpret  or  apply  62  Stat.  21; 
41  U.  S.  0. 151-161) 

[SEAL]  John  A.  Klein, 

Major  General,  U.  S.  Army, 

The  Adjutant  General. 

[F.  R.  Doc.  56-173;  Piled.  Jan.  11,  1956; 
8:45  a.  m.] 


TITLE  32A— NATIONAL  DEFENSE, 
APPENDIX 

Chapter  I — Office  of  Defense 
Mobilization 

[Defense  Mobilization  Order  vn-3  (Revised)  ] 

DMO  vn-3 — ^Policy  on  the  Use  of  Pri¬ 
orities  AND  Allocations  Authority 

By  virtue  of  the  authority  vested  in 
me  by  Executive  Order  10480  of  August 
14, 1953,  as  amended,  it  is  hereby  ordered 
that  Defense  Mobilization  Order  VII-3 
of  July  1,  1953  (formerly  DMO-28,  18 
P.  R.  3938),  is  hereby  revised  to  read  as 
follows; 

1.  Authority  of  Title  I  of  the  Defense 
Production  Act  of  1950,  as  amended,  to 
control  the  distribution  and  use  of  ma¬ 
terials  and  facilities,  shall  not  be  used 
except  to  require  preference  in  the  per¬ 
formance  of  contracts  and  orders  and  to 
allocate  materials  and  facilities  to  ac¬ 
complish  the  following: 

(a)  Direct  military  and  atomic  energy 
programs. 

(b)  Other  programs  and  activities 
which  are  related  to  the  military  and 
atomic  energy  programs  and  which  are 
certified  by  the  Department  of  Defense 
or  the  Atomic  Energy  Commission  and 
specifically  authorized  by  the  Office  of 
Defense  Mobilization. 

(c)  Deliveries,  production,  and  con¬ 
struction  in  industry  required  to  fulfill 
direct  military  and  atomic  energy  pro¬ 
grams  and  the  related  programs  and 
activities  authorized  under  (b)  above. 

(d)  'The  general  distribution  in  the 
civilian  market  of  materials  found  to  be 
scarce  and  critical  pursuant  to  the  pro¬ 
visions  of  section  101  (b)  of  the  Defense 
Production  Act  of  1950,  as  amended,  and 
approved  by  the  Director  of  the  Office 
of  Defense  Mobilization  under  section 
201  (b)  of  Executive  Order  10480. 

(e)  Assistance  in  the  restoration  of 
productive  capacity  damaged  or  de¬ 
stroyed  by  a  major  disaster  as  defined 
and  determined  under  the  provisions  of 
Public  Law  875,  81st  Congress  (42  U.  S.  C. 
1855).  Conditions  on  use  of  Priorities 
and  Allocations  Authority  fo  Disaster 
Relief  under  this  provision  are  set  forth 
in  Supplement  1  to  this  order. 

2,  The  distribution  of  steel,  copper,  and 
aluminum  for  military  and  atomic  energy 
and  authorized  related  programs  and 
activities  shall  assure : 

(a)  That  supplies  of  these  materials 
are  available  to  those  programs  and  ac¬ 
tivities  on  time  and  in  proper  quantity. 

(b)  That  demands  of  these  programs 
and  activities  shall  be  distributed  among 
suppliers  on  a  generally  fair  and  equi¬ 
table  basis. 

(c)  That  allotments  are  not  made  in 
excess  of  actual  current  requirements  of 
these  programs  and  activities. 
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These  criteria  shall  also  apply  to  the 
maximum  practicable  extent  to  the  use 
of  priorities  for  materials  other  than 
steel,  copper,  and  aluminum,  in  support 
of  direct  military  and  atomic  energy 
programs  and  other  authorized  programs 
and  activities. 

3.  The  Office  of  Defense  Mobilization 
shall  review  requirements  and  issue  pro¬ 
gram  determinations  approving  pro¬ 
grams  and  making  allotments  of  steel, 
copper,  and  aluminum  to  the  Department 
of  Defense  and  the  Atomic  Energy  Com¬ 
mission  for  direct  military  and  atomic 
energy  progiams  and  related  programs 
and  activities  that  have  been  authorized 
and  assigned  to  these  agencies  for  pur¬ 
poses  of  giving  them  priorities  and  allo¬ 
cations  support. 

4.  All  agencies  now  or  hereafter  desig¬ 
nated  by  the  Director  of  the  Office  of 


Defense  Mobilization  to  furnish  supply 
and  requirements  data  shall  be  respon¬ 
sible  for  the  provision  of  such  data  and 
shall  be  entitled  to  be  heard  in  connec¬ 
tion  with  the  determination  of  programs 
by  the  Director.  The  evaluation  of  sup¬ 
ply  and  requirements  data  and  the  de¬ 
termination  of  programs  shall  be  the 
function  of  the  Assistant  Director  for 
Production  of  the  Office  of  Defense  Mo¬ 
bilization,  with  right  of  appeal,  by  a 
designated  agency,  to  the  Director. 

5.  Statutory  authority  for  priorities 
and  allocations  will  continue  to  be  dele¬ 
gated  from  the  Office  of  Defense  Mobili¬ 
zation  to  the  Secretary  of  Agriculture, 
the  Secretary  of  the  Interior,  the  Inter¬ 
state  Commerce  Commissioner  in  Charge 
of  the  Bureau  of  Service,  and  the  Secre¬ 
tary  of  Commerce.  Use  of  the  delegated 
authority  shall  be  subject  to  review  by 


the  Director  of  the  Office  of  Defense 
Mobilization  for  conformance  to  program 
and  policy,  and  the  delegate  agencies 
shall  furnish  such  reports  on  the  use 
of  the  authority  as  the  Director  may  find 
necessary  or  appropriate  to  effective 
coordination. 

6.  Exceptions  to  the  foregoing  basic 
policy  may  be  made  in  the  interests  of 
the  national  defense  by  or  with  the  au¬ 
thority  of  the  Director  of  the  Office  of 
Defense  Mobilization. 

7.  This  order  shall  take  effect  on  Jan¬ 
uary  10,  1956. 

Office  of  Defense 
Mobilization, 

Arthur  S.  Flemming, 

Director. 

[P.  R.  Doc.  66-239;  Filed,  Jan.  10,  1956; 

3:34  p.  m.l 


NOTICES 


DEPARTMENT  OF  THE  INTERIOR 

Bureau  of  Land  Management 

Alaska 

correction  of  notice  op  proposed  with¬ 
drawal  AND  reservation  OF  LAND  FOR 
DEPARTMENT  OF  THE  ARMY 

January  5, 1955. 

Notice  of  the  proposed  withdrawal  and 
reservation  of  land  for  the  Department 
of  the  Army  near  Black  Rapids  in  ac¬ 
cordance  with  the  application  serialized 
Fairbanks  012783  was  published  in  the 
Federal  Register  on  December  6,  1955 
(20  F.  R.  8993). 

The  description  of  the  lands  involved 
is  hereby  amended  to  read  as  follows: 

Commencing  at  USC  &  GS  monument 
“Rapids  Airport’*  at  latitude  63'32'03.168" 
N.  and  longitude  145“51'34.005"  W.,  thence 
S.  17*30'  E.  3,273  feet  to  the  true  point  of 
beginning,  for  this  description,  said  point  be¬ 
ing  situated  on  the  easterly  bank  of  the 
Delta  River;  thence  east  one  mile,  thence 
south  %  mile,  thence  west  to  the  east  bank 
of  the  Delta  River,  thence  north  on  a  me¬ 
andering  course  along  the  said  east  bank  of 
the  Delta  River  to  the  point  of  beginning, 
and  containing  480  acres  more  or  less. 

Roger  R.  Robinson, 

Alaska  Operations  Supervisor. 

[P.  R.  Doc.  66-205;  Filed,  Jan.  11,  1956; 

8:45  a.  m.] 

DEPARTMENT  OF  LABOR 

Wage  and  Hour  Division 

Learner  Employment  Certificates 
issuance  to  various  industries 

Notice  is  hereby  given  that  pursuant 
to  section  14  of  the  Fair  Labor  Stand¬ 
ards  Act  of  1938,  as  amended  (52  Stat. 
1068,  as  amended;  29  U.  S.  C.  and  Sup. 
214)  and  Part  522  of  the  regulations 
issued  thereunder  (29  CFR  Part  522), 
special  certificates  authorizing  the  em¬ 
ployment  of  learners  at  hourly  wage 
rates  lower  than  the  minimum  wage 
rates  applicable  under  section  6  of  the 


act  have  been  issued  to  the  firms  listed 
below.  The  emploirment  of  learners 
under  these  certificates  is  limited  to  the 
terms  and  conditions  therein  contained 
and  is  subject  to  the  provisions  of 
Part  522.  The  effective  and  expira¬ 
tion  dates,  occupations,  wage  rates, 
number  or  proportion  of  learners  and 
learning  periods  for  certificates  issued 
under  general  learner  regulations 
(§§  522.1  to  522.12)  are  as  indicated  be¬ 
low;  conditions  provided  in  certificates 
issued  under  special  industry  regulations 
are  as  established  in  these  regulations. 

Apparel  Industry  Learner  Regulations 
(29  (i;FR  522.20  to  522.24,  as  amended 
April  19,  1955,  20  F.  R.  2304). 

Big  Dad  Manufacturing  Co.,  Inc.,  Starke, 
Fla,,  effective  1-14-56  to  1-13-57;  10  percent 
of  the  total  number  of  factory  production 
workers  for  normal  labor  turnover  purposes 
(work  pants,  dungarees,  sport  shirts). 

Blue  Ridge  Manufacturers,  Inc.,  Pine  and 
Brown  Streets,  Petersburg,  Va.,  effective  1-3- 
56  to  7-2-56;  35  learners  for  plant  expansion 
purposes  (girls’,  misses’,  women’s  denim, 
twill  and  corduroy  Jeans). 

Capitol  City  Manufacturing  Co.,  Inc.,  925 
Huger  Street,  Columbia,  S.  C.,  effective  12- 
31-55  to  12-30-56;  10  percent  of  the  total 
number  of  factory  production  workers  for 
normal  labor  turnover  purposes  (women’s 
and  girls’  cotton  dresses). 

Chetopa  Manufacturing  Co.,  Inc.,  Chetopa, 
Kans.,  effective  1-16-56  to  1-15-57;  10  per¬ 
cent  of  the  total  number  of  factory  produc¬ 
tion  workers  for  normal  labor  turnover 
purposes  (work  clothes,  waistbord  overalls, 
work  pants). 

Dimhill  Shirt  Co.,  Lexington,  Mo.,  effective 
1-12-56  to  1-11-57;  10  percent  of  the  total 
number  of  factory  production  workers  for 
normal  labor  turnover  purposes  (men’s 
shirts). 

Dunhill  Shirt  Co.,  Holden,  Mo.,  effective 
1-8-56  to  1-7-57;  10  percent  of  the  total 
number  of  factory  workers  for  normal  labor 
turnover  purposes  (men’s  shirts). 

Gordo  Manufacturing  Corp.,  Gordo,  Ala., 
effective  1-2-56  to  7-1-56;  60  learners  for 
plant  expansion  purposes  (men’s  and  boys* 
sport  shirts). 

Kane  Manufactvixing  Co.,  Inc.,  Morgan¬ 
town,  Ky.,  effective  12-29-55  to  12-28-56; 
10  percent  of  the  total  number  of  factory 
production  workers  for  normal  labor  turn¬ 
over  purposes  (sport  Jackets). 


Kane  Manufacturing  Co.,  Inc.,  Maine 
Street,  Leitchfield,  Ky.,  effective  12-29-55  to 
12-28-56;  10  percent  of  the  total  number  of 
factory  production  workers  for  normal  labor 
turnover  purposes  (sport  Jackets). 

Kinston  Shirt  Co.,  Kinston,  N.  C.,  effective 
12-30-55  to  12-29-56;  10  percent  of  the  total 
number  of  factory  production  workers  for 
normal  labor  turnover  purposes  (men’s 
shirts,  shorts  and  pajamas). 

Myles  Manufacturing  Co.,  Pennsboro,  W. 
Va.,  effective  1-12-56  to  1-11-67;  10  percent 
of  the  total  number  of  factory  production 
workers  for  normal  labor  turnover  purposes 
(women’s  and  children’s  cotton  blouses). 

Orangeburg  Manufacturing  Co.,  Inc.,  345 
Pine  Street,  Orangeburg,  S.  C.,  effective 
1-3-56  to  1-2-57;  10  percent  of  the  total  num¬ 
ber  of  factory  production  workers  for  normal 
labor  turnover  purposes  (children’s  dresses). 

Pella  Manufacturing  Corp.,  707  East  Third 
Street,  Pella,  Iowa,  effective  1-14-56  to 
1-13-57;  6  learners  for  normal  labor  turnover 
purposes  (overalls  and  dungarees). 

Piedmond  Blouse  Co.,  Inc.,  321  South  Davie 
Street,  Greensboro,  N.  C.,  effective  1-3-56  to 
1-2-57;  5  learners  for  normal  labor  turnover 
purposes  (ladies’  and  children’s  woven  cotton 
slips). 

Soperton  Manufacturing  Co.,  Soperton,  Ga., 
effective  1-11-56  to  1-10-67;  10  percent  of 
the  total  number  of  factory  production 
workers  for  normal  labor  turnover  purposes 
(shirts) . 

Troutman  Shirt  Co.,  Inc.,  Mooresville,  N.  C., 
effective  1-13-56  to  1-12-57;  10  percent  of  the 
total  number  of  factory  production  workers 
for  normal  labor  turnover  purposes  (work 
shirts,  work  pants). 

Yunker  Manufacturing  Co.,  Inc.,  301  Ann 
Street,  Parkersburg,  W.  Va.,  effective  12-28-55 
to  12-27-56;  10  percent  of  the  total  number 
of  factory  production  workers  for  normal 
labor  turnover  purposes  (infants*  cotton 
apparel). 

Knitted  Wear  Industi*y  Learner  Regu¬ 
lations  (29  CFR  522.30  to  522.35,  as 
amended  April  19,  1955,  20  F.  R.  2304). 

Shadowline,  Inc.,  Morgantown,  N.  C.,  effec¬ 
tive  1-8-56  to  1-7-57;  6  percent  of  the  total 
number  of  factory  production  workers  for 
normal  labor  turnover  purposes  (panties, 
slips,  pettiskirts,  gowns,  etc.). 

Shoe  Industry  Learner  Regulations 
(29  CFR  522.50  to  522.55,  as  amended 
April  19,  1955,  20  F.  R.  2304) . 
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Columbia  Novelty  Slipper  Co.,  Inc.,  Hazle¬ 
ton,  Pa.,  effective  12-28-55  to  12-27-56;  10 
percent  of  the  total  number  of  factory  pro¬ 
duction  workers  for  normal  labor  turnover 
purposes. 

Vincent  Horwitz  Co.,  Inc.,  2121  Beale  Ave¬ 
nue,  Altoona,  Pa.,  effective  1-2-56  to  7-1-56; 
30  learners  for  plant  expansion  purposes. 

Regulations  Applicable  to  the  Employ¬ 
ment  of  Learners  (29  CPR  522.1  to 
522.12,  as  amended  February  28,  1955,  20 
F.  R.  645). 

The  following  special  learner  certifi¬ 
cate  was  issued  in  Puerto  Rico  to 
the  company  hereinafter  named.  The 
effective  and  expiration  dates,  the  num¬ 
ber  of  learners,  the  learner  occupations, 
the  length  of  the  learning  periods  and 
the  learner  wage  rates  are  indicated, 
respectively. 

Puerto  Rico  Hosiery  Mills,  Inc.,  Arecibo, 
P.  R.,  effective  11-28-55  to  11-27-56;  12  learn¬ 
ers  to  be  employed  in  the  occupations  herein¬ 
after  listed;  knitters  and  seamers;  320  hours 
each  at  35  cents  an  hour;  320  hours  each  at 
40  cents  an  hour;  320  hours  each  at  45  cents 
an  hour  (full-fashioned  hosiery). 

Each  certificate  has  been  issued  upon 
the  employer’s  representation  that  em¬ 
ployment  of  learners  at  subminimum 
rates  is  necessary  in  order  to  prevent 
curtailment  of  opportunities  for  em¬ 
ployment,  and  that  experienced  workers 
for  the  learner  occupations  are  not 
available.  The  certificates  may  be  can¬ 
celled  in  the  manner  provided  in  the 
regulations  and  as  indicated  in  the 
certificates.  Any  person  aggrieved  by 
the  issuance  of  any  of  these  certificates 
may  seek  a  review  or  reconsideration 
thereof  within  fifteen  days  after  publi¬ 
cation  of  this  notice  in  the  Federal 
Register  pursuant  to  the  provisions  of 
Part  522. 

Signed  at  Washington,  D.  C.,  this  3d 
day  of  January  1956. 

Milton  Brooke, 
Authorized  Representative 
of  the  Administrator. 

[P.  R.  Doc.  56-206;  Piled,  Jan.  11,  1956; 

8:45  a.  m.] 


FEDERAL  POWER  COMMISSION 

SuNRAY  Mid-Continent  Oil  Co.  and 
Stanolind  Oil  &  Gas  Co. 

applications  and  date  of  hearing 
January  6,  1956. 

Take  notice  that  each  of  the  Appli¬ 
cants  listed  below  has  filed  an  applica¬ 
tion  for  a  certificate  of  public  conven¬ 
ience  and  necessity  pursuant  to  section 
7  (c)  of  the  Natural  Gas  Act,  authoriz¬ 
ing  such  Applicants  to  sell  natural  gas 
subject  to  the  jurisdiction  of  the  Com¬ 
mission,  all  as  more  fully  represented  in 
the  respective  applications  which  are  on 
file  with  the  Commission  and  open  for 
public  inspection.  These  matters  should 
be  disposed  of  as  promptly  as  possible 
under  the  applicable  rules  and  regula¬ 
tions  and  to  that  end: 

Take  further  notice  that,  pursuant  to 
the  authority  contained  in  and  subject 
to  the  jurisdiction  conferred  upon  the 
Federal  Power  Commission  by  sections  7 
and  15  of  the  Natural  Gas  Act,  and  the 
Commission’s  rules  of  practice  and  pro¬ 


cedure,  a  hearing  will  be  held  on  the  date 
and  at  the  place  hereinafter  stated,  con¬ 
cerning  the  matters  involved  in  and  the 
issues  presented  by  such  applications: 
Provided,  however.  That  the  Commission 
may,  after  a  non-contested  hearing,  dis¬ 
pose  of  the  proceedings  pursuant  to  the 
provisions  of  §  1.30  (c)  (1)  of  the  Com¬ 
mission’s  rules  of  practice  and  procedure. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Commis¬ 
sion,  Washington  25,  D.  C.,  in  accord¬ 
ance  with  the  rules  of  practice  and  pro¬ 
cedure  (18  CFR  1.8  or  1.10)  on  or  before 
January  27,  1956.  Failure  of  any  party 
to  appear  at  and  participate  in  the  hear¬ 
ing  shall  be  construed  as  waiver  of  and 
concurrence  in  omission  herein  of  the 
intermediate  decision  procedure  in  cases 
where  a  request  for  waiver  is  made. 

The  dockets.  Applicants  and  applica¬ 
tions  to  which  reference  is  made  above 
are  as  follows: 

Docket  No.;  Applicant;  Location  of  Field;  and 
Buyer 

G-4268  and  G-4416;  Sunray  Mid-Continent 
Oil  Company;  ^  Hugoton  Field,  Kearney 
County,  Kansas;  Tubb  Gas  and  Blinberry 
Pool,  Lea  County,  New  Mexico;  Colorado  In¬ 
terstate  Gas  Company;  El  Piiso  Natural  Gas 
Company. 

G-8321;  Stanolind  Oil  &  Gas  Company; 
Ada  Field,  Webster  and  Bienville  Parishes, 
Louisiana;  Arkansas-Louisiana  Gas  Company. 

All  of  the  Applicants  propose  to  sell 
their  natural  gas  for  transportation  in 
interstate  commerce  for  resale  as  listed 
above. 

A  hearing  will  be  held  February  14, 
1956  at  9:30  a.  m.,  e.  s.  t.,  in  a  hearing 
room  of  the  Federal  Power  Commission, 
441  G  Street  NW.,  Washington,  D.  C. 

Under  the  procedure  herein  provided 
for,  it  will  be  unnecessary  for  Applicants 
to  appear  or  be  represented  at  the  hear¬ 
ing  unless  otherwise  advised. 

[SEAL]  Leon  M.  Puquay, 

Secretary. 

[F.  R.  Doc.  56-209;  Filed,  Jan.  11,  1956; 

8:46  a.  m.] 


Atlantic  Refining  Co.  et  al. 

NOTICE  OF  applications  AND  DATE  OP 
HEARING 

January  6, 1956. 

Take  notice  that  each  of  the  Appli¬ 
cants  listed  below  has  filed  an  applica¬ 
tion  for  a  certificate  of  public  conven¬ 
ience  and  necessity  pursuant  to  section  7 
(c)  of  the  Natural  Gas  Act,  authorizing 
such  Applicants  to  sell  natural  gas  sub¬ 
ject  to  the  jurisdiction  of  the  Commis¬ 
sion,  all  as  more  fully  represented  in  the 
respective  applications  which  are  on  file 
with  the  Commission  and  open  for  pub¬ 
lic  inspection.  These  matters  should  be 
disposed  of  as  promptly  as  possible  under 
the  applicable  rules  and  regulations  and 
to  that  end: 

Take  further  notice  that,  pursuant  to 
the  authority  contained  in  and  subject 
to  the  jurisdiction  conferred  upon  the 


1  Effective  May  16,  1955,  Mid-Continent 
Petroleum  Corporation  merged  into  Sunray 
Oil  Corporation  and  Sunray  Oil  Corporation 
changed  name  to  Sunray  Mid-Continent  Oil 
Company  and  adopted  the  applications  above. 


Federal  Power  Commission  by  sections 
7  and  15  of  the  Natural  Gas  Act,  and  the 
Commission’s  rules  of  practice  and  pro¬ 
cedure,  a  hearing  will  be  held  on  the  date 
and  at  the  place  hereinafter  stated,  con¬ 
cerning  the  matters  involved  in  and  the 
issues  presented  by  such  applications: 
Provided,  however.  That  the  Commission 
may,  after  a  non-contested  hearing,  dis¬ 
pose  of  the  proceedings  pursuant  to  the 
provisions  of  §  1.30  (c)  (1)  of  the  Com¬ 
mission’s  rules  of  practice  and  procedure. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Commis¬ 
sion,  Washington  25,  D.  C.,  in  accordance 
with  the  rules  of  practice  and  procedure 
(18  CFR  1.8  or  1.10)  on  or  before  Janu¬ 
ary  27,  1956.  Failure  of  any  party  to 
appear  at  and  participate  in  the  hearing 
shall  be  construed  as  waiver  of  and  con¬ 
currence  in  omission  herein  of  the  inter¬ 
mediate  decision  procedure  in  cases 
where  a  request  for  waiver  is  made. 

The  dockets.  Applicants  and  applica¬ 
tions  to  which  reference  is  made  above 
are  as  follows: 

Docket  No.  and  Applicant 

G-4689:  The  Atlantic  Refining  Company. 

G-8386;  Johnnye  Jones  Feet  d/b/a  Feet 
Oil  Company. 

G-8409;  Blanco  Oil  Company. 

G-8474;  Mar-Tex  Oil  &  Gas  Company. 

G-8574;  Rock  Hill  Oil  Company. 

All  of  the  Applicants  listed  above  pro¬ 
duce  natural  gas  from  the  Greta  Field, 
Refugio  County,  Texas,  which  they  pro¬ 
pose  to  sell  to  ’Transcontinental  Gas  Pipe 
Line  Corporation  for  transportation  in 
interstate  commerce  for  resale. 

A  hearing  will  be  held  February  13, 
1956  at  9:30  a.  m.,  e.  s.  t.,  in  a  hearing 
room  of  the  Federal  Power  Commission, 
441  G  Street  NW.,  Washington,  D.  C. 

Under  the  procedure  herein  provided 
for,  it  will  be  unnecessary  for  Applicants 
to  appear  or  be  represented  at  the  hear¬ 
ing  unless  otherwise  advised. 

[SEAL]  Leon  M.  Puquay, 

Secretary. 

[F.  R.  Doc.  56-210;  Filed.  Jan.  11,  1956; 

8:46  a.  m.] 


[Docket  No.  G-8443  etc.] 
Transcontinental  Gas  Pipe  Line  Corp. 

ET  AL. 

notice  of  applications  and  date  of 

HEARING 

January  6, 1956. 

In  the  matters  of  Transcontinental 
Gas  Pipe  Line  Corporation,  Docket  No. 
G-8443;  Seaboard  Oil  Company,  Docket 
No.  G-8438;  Houston  Oil  Company  of 
Texas,  Docket  No.  G^8439. 

'Transcontinental  Gas  Pipe  Line  Corpo¬ 
ration  (’Transco),  a  Delaware  corpora¬ 
tion,  with  its  principal  place  of  business 
located  at  Houston,  Texas,  filed  on  Feb¬ 
ruary  4,  1955,  as  amended  on  May  24, 
1955,  an  application  for  a  certificate  of 
public  convenience  and  necessity  pur¬ 
suant  to  section  7  of  the  Natural  Gas  Act, 
authorizing  it  to  construct  and  operate 
certain  gas  facilities  as  hereinafter 
described: 

To  construct  and  operate  a  meter  sta¬ 
tion  and  6.25  miles  of  8-inch  pipeline  to 


1 


NOTICES 


ber  of  main  line  taps  •which  will  be 
needed. 

Texas  Eastern  Production  Corporation, 
WPTION  a  Delaware  corporation  with  its  principal 
1956.  place  of  business  at  Houston,  Texas,  filed 
on  De-  application  on  June  9,  1955,  for  a 
pr  certificate  of  public  convenience  and  ne- 

■  pxpnrD"  C6Sity  pursuant  to  section  7  of  the  Nat- 
Nat^al  •^®^’  authorizing  it  to  render 

iQB'i  m  service  as  hereinafter  described,  subject 
lyoa,  m  ^  jurisdiction  of  the  Commission, 
all  as  more  fully  represented  in  its  ap- 
lUAY,  plication  which  is  on  file  with  the  Com- 
retary.  mission  and  open  for  public  inspection. 

11  1956;  Texas  Production  produces  gas  from 
the  Cherokee  Lake  area  field  in  Rusk, 
Gregg,  and  Harrison  Counties,  Texas, 
which  it  proposes  to  sell  to  Texas  Eastern 
for  transportation  in  interstate  com¬ 
merce  for  resale. 

These  related  matters  should  be  heard 
on  a  consolidated  record  and  dispiosed  of 
NOTICE  OF  ORDERS  AUTHORIZING  APPLICANTS  as  promptly  as  posslblc  imder  the  ap- 
TO  HOLD  CERTAIN  POSITIONS  plicable  Tulcs  and  regulations  and  to  that 

January  6, 1956.  Take  further  notice  that,  pursuant  to 
In  the  matters  of  R.  E.  Moody,  Docket  authority  contained  in  and  subject 
No.  ID-919;  J.  W.  McAfee,  Docket  No.  to  the  jurisdiction  conferred  upon  the 
ID-963;  Paul  D.  Preger,  Docket  No.  Federal  Power  Commission  by  sections 
1^^1265.  7  and  15  of  the  Natural  Gas  Act,  and  the 

Notice  is  hereby  given  that  on  Decern-  Commission’s  rules  of  practice  and  pro¬ 
ber  22,  1955,  the  Federal  Power  Commis-  cedure,  a  hearing  will  be  held  on  Febru- 
sion  issued  its  orders  adopted  December  ary  15,  1956,  at  9:30  a.  m.,  e.  s.  t.,  in  a 
20,  1955,  authorizing  applicants  to  hold  hearing  room  of  the  Federal  Power  Corn- 
certain  positions  pursuant  to  section  mission,  441  G  Street  NW.,  Washington, 
305  (b)  of  the  Federal  Power  Act  in  the  concerning  the  matters  involved 

above-entitled  matters.  in  and  the  issue  presented  by  such  ap- 

[SEAL]  Leon  M.  Fuquay,  plications:  Provided,  however.  That  the 

Secretary.  Commission  may,  after  a  non-contested 
hearing,  dispose  of  the  proceedings  pur- 
tP  R.  Doc.  56-208;  Piled,  Jan.  11,  1956;  suant  to  the  provisions  of  §  1.30  (c)  (1) 

or  (c)  (2)  of  the  Commission’s  rules  of 
practice  and  procedure.  Under  the  pro¬ 
cedure  herein  provided  for,  it  will  be 
unnecessary  for  Applicants  to  appear  or 
be  represented  at  the  hearing,  unless 
otherwise  advised. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Commis¬ 
sion,  Washington  25,  D.  C.,  in  accordance 
with  the  rules  of  practice  and  procedure 
(18  CFR  1.8  or  1.10)  on  or  before  Janu¬ 
ary  31,  1956.  Failure  of  any  party  to 
appear  at  and  participate  in  the  hearing 
shall  be  construed  as  waiver  of  and  con¬ 
currence  in  omission  herein  of  the  inter¬ 
mediate  decision  procedure  in  cases 
where  a  request  therefor  is  made. 

[SEAL]  Leon  M.  Fuquay, 

Secretary. 

Doc.  56-212;  Piled.  Jan.  11.  1956; 
8:46  a.  m.] 


enable  it  to  transport  gas  from  the  Live 
Oak  Field,  Vermillion  Parish,  Louisiana, 
at  a  point  on  its  Tigre  Lagoon  14-inch 
lateral  for  transportation  in  interstate 
commerce. 

The  estimated  cost  of  Transco’s  facili¬ 
ties  is  $165,010  which  will  be  financed 
from  corporate  funds. 

The  revised  cost  of  the  8-inch  pipeline 
as  stated  in  the  amendment  will  be 
$65,420  against  the  $58,410  previously 
estimated  in  the  original  application  for 
a  6% -inch  pipeline.  The  increased  cost 
of  the  8 -inch  pipeline  as  requested  in  the 
amendment  instead  of  the  6%-inch 
pipeline  will  not  actually  materialize  be¬ 
cause  of  utilization  of  the  contingency 
item  in  the  amount  of  $7,387  is  included 
in  the  original  estimate  of  $158,000  for 
the  total  project. 

Minimum  take  in  the  area  above  will 
be  5,000  Mcf  per  day  and  the  maximum, 
if  available,  is  7,000  Mcf  per  day.  Re¬ 
serves  are  estimated  to  be  67,948,000  Mcf. 

Seaboard  Oil  Company  (Seaboard  and 
Houston  Oil  Company  of  Texas  (Hous¬ 
ton  Oil))  both  Delaware  corporations, 
with  their  principal  places  of  business  at 
Dallas  and  Houston,  Texas,  respectively 
filed  on  February  4,  1955,  their  applica¬ 
tion  for  a  certificate  of  public  conven¬ 
ience  and  necessity  pursuant  to  section  7 
of  the  Natural  Gas  Act,  authorizing  them 
to  sell  natural  gas  from  the  Live  Oak 
Field,  Vermilion  Parish,  Louisiana,  to 
Transco  for  transportation  in  interstate 
commerce  for  resale. 

These  related  matters  should  be  heard 
on  a  consolidated  record  and  disposed 
of  as  promptly  as  possible  under  the  ap¬ 
plicable  rules  and  regulations  and  to  that 
end: 

Take  further  notice  that,  pursuant  to 
the  authority  contained  in  and  subject 
to  the  jurisdiction  conferred  upon  the 
Federal  Power  Commission  by  sections 
7  and  15  of  the  Natural  Gas  Act,  and  the 
Commission’s  rules  of  practice  and  pro¬ 
cedure,  a  hearing  will  be  held  on  Feb¬ 
ruary  23,  1956,  at  9:30  a.  m.,  e.  s.  t.,  in  a 
hearing  room  of  the  Federal  Power  Com¬ 
mission,  441  G  Street  NW.,  Washington, 
D.  C.,  concerning  the  matters  involved 
in  and  the  issues  presented  by  such  ap¬ 
plications:  Provided,  however.  That  the 
Commission  may,  after  a  non-contested 
hearing,  dispose  of  the  proceedings  pur¬ 
suant  to  the  provisions  of  section  1.30  (c) 
(1)  or  (c)  (2)  of  the  Commission’s  rules 
of  practice  and  procedure.  Under  the 
procedure  herein  provided  for,  unless 
otherwise  advised,  it  will  be  unnecessary 
for  Applicants  to  appear  or  be  represent¬ 
ed  at  the  hearing. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Com¬ 
mission.  Washington  25,  D.  C.,  in  accord¬ 
ance  with  the  rules  of  practice  and  pro¬ 
cedure  (18  CFR  1.8  or  1.10)  on  or  before 
February  8,  1956.  Failure  of  any  party 
to  appear  at  and  participate  in  the  hear¬ 
ing  shall  be  construed  as  waiver  of  and 
concurrence  in  omission  herein  of  the 
intermediate  decision  procedure  in  cases 
where  a  request  therefor  is  made. 

[seal]  Leon  M.  Fuquay, 

Secretary. 

[F.  R.  Doc.  56-211;  Piled,  Jan.  11,  1956; 

8:46  a.  m.] 


[Docket  No,  ID-919  etc.] 
R.  E.  Moody  et  al. 


[Docket  Nos.  G-9066,'G-9023] 

Texas  Eastern  Transmission  Corp.  and 
Texas  Eastern  Production  Corp. 

NOTICE  OF  APPLICATION  AND  DATE  OF 
HEARING 

January  6, 1956. 

Texas  Eastern  Transmission  Corpora¬ 
tion  (Texas  Eastern)  a  Delaware  corpo¬ 
ration,  with  its  principal  place  of  busi¬ 
ness  at  Shreveport,  l^uisiana,  filed  on 
June  22. 1955,  an  application  as  amended 
August  8,  1955,  for  a  certificate  of  public 
convenience  and  necessity  pursuant  to 
section  7  of  the  Natural  Gas  Act,  author¬ 
izing  it  to  construct  and  operate  facilities  j, 
as  hereinafter  described:  ‘  ‘ 

Such  main  line  taps  on  the  20-inch 
Joaquin  to  Longview  line  as  are  needed 
to  receive  gas  from  Texas  Eastern  Pro¬ 
duction  Corporation  (Texas  Production) 
as  hereinafter  described  and  to  receive 
gas  from  Carter-Jones  Drilling  Com-  Transcontinental  Gas  Pipe  Line  Corp. 
pany,  et  al. 

Texas  Eastern  states  that  construction 
of  the  above  line  taps  will  permit  sub¬ 
stantial  savings  by  Texas  Production  and 
Carter-Jones  Di’illing  Company,  et  al., 
as  a  result  of  the  construction  of  fewer 
gathering  lines. 

Texas  Eastern  further  states  that  it  is 
Impossible  at  this  time  to  determine  the 
location  of  the  wells  involved  in  the  area 
and  therefore,  cannot  estimate  the  num- 


[  Docket  No.  G-9263] 


NOTICE  OF  application  AND  DATE  OF 
HEARING 

January  6. 1956. 

Transcontinental  Gas  Pipe  Line  Corpo¬ 
ration  (Transco),  a  Delaware  corpora¬ 
tion,  with  its  principal  place  of  business 
located  at  Houston,  Texas,  filed  on 
August  26, 1955,  an  application  for  a  cer¬ 
tificate  of  public  convenience  and  neces¬ 
sity  pursuant  to  section  7  of  the  Natural 
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Thursday,  January  12,  1956 

Gas  Act,  authorizing  it  to  construct  and 
operate  gas  facilities  as  hereinafter  de¬ 
scribed  subject  to  the  jurisdiction  of  the 
Commission,  all  as  more  fully  represented 
in  its  application  which  is  on  file  with 
the  Commission  and  open  for  public 
inspection. 

To  construct  and  operate  a  265  H.  P. 
field  booster  station,  dehydration  and 
meter  station  necessary  to  the  purchase 
and  transmission  of  approximately  3,000 
Mcf  of  natural  gas  per  day  from  Pro¬ 
ducers  Corporation  of  Nevada  in  the 
Tynan  Field,  Bee  County,  Texas. 

These  facilities  are  to  be  located  ad¬ 
jacent  to  and  connected  with  Transco’s 
existing  14-inch  Goebel  lateral,  at  a  cen¬ 
tral  point  in  the  Tynan  Field,  approxi¬ 
mately  18.1  miles  northwesterly  from 
Transco’s  24-inch  main  line. 

The  estimated  cost  of  the  proposed 
facilities  is  $92,000  which  will  be  financed 
from  corporate  funds.  A  salvage  value 
of  $45,350  is  estimated.  No  new  or  addi¬ 
tional  service  is  contemplated  by  Transco 
as  a  result  of  installation  of  the  proposed 
facilities. 

Transco  states  that  the  proposed  facil¬ 
ities  are  required  to  augment  Transco’s 
existing  gas  supply  for  the  benefit  of  all 
its  present  and  future  customers.  The 
application  also  states,  the  gas  wells  in 
the  Tynan  Field  are  shut-in  and  the 
natural  gas  produced  with  oil  is  presently 
being  flared  due  to  lack  of  market  and 
facilities  to  take  same.  The  proposed 
facilities  will  place  'Transco  in  a  position 
to  avail  itself  of  the  benefits  of  future 
development  of  this  field. 

The  gas  reserves  available  to  Transco 
from  the  Tynan  Field,  under  contract 
with  Producers  Corporation  of  Nevada 
are  estimated  to  be  7,433,000  Mcf  (14.73 
psia)  at  November  1,  1955. 

This  matter  is  one  that  should  be  dis¬ 
posed  of  as  promptly  as  possible  under 
the  applicable  rules  and  regulations  and 
to  that  end: 

Take  further  notice  that,  pursuant  to 
the  authority  contained  in  and  subject 
to  the  jurisdiction  conferred  upon  the 
Federal  Power  Commission  by  sections  7 
and  15  of  the  Natural  Gas  Act,  and  the 
Commission’s  rules  of  practice  and  pro¬ 
cedure,  a  hearing  will  be  held  on  Febru¬ 
ary  20,  1956,  at  9:30  a.  m.,  e.  s.  t.,  in  a 
hearing  room  of  the  Federal  Power  Com¬ 
mission,  441  G  Street  NW.,  Washington, 
D.  C.,  concerning  the  matters  involved 
in  and  the  issues  presented  by  such  ap¬ 
plication:  Provided,  however.  That  the 
Commission  may,  after  a  non-contested 
hearing,  dispose  of  the  proceedings  pur¬ 
suant  to  the  provisions  of  §  1.30  (c)  (1) 
or  (c)  (2)  of  the  Commission’s  rules  of 
practice  and  procedure.  Under  the  pro¬ 
cedure  herein  provided  for,  it  will  be  un¬ 
necessary  for  Applicant  to  appear  or  be 
represented  at  the  hearing  unless  other¬ 
wise  advised. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Commis¬ 
sion,  Washington  25,  D.  C.,  in  accord¬ 
ance  with  the  rules  of  practice  and 
procedure  (18  cm  1.8  or  1.10)  on  or 
before  February  6,  1956.  Failure  of  any 
party  to  appear  at  and  participate  in 
the  hearing  shall  be  construed  as  waiver 
of  and  concurrence  in  omission  herein 


of  the  intermediate  decision  procedure 
in  cases  where  a  request  therefor  is  made. 

[seal]  Leon  M.  Fuquay, 

Secretary. 

[P.  R.  Doc.  66-213:  Plied,  Jan.  11,  1956; 
8:47  a.  m.l 


[Docket  No.  E-6643] 
Montana-Dakota  Utilities  Co. 

NOTICE  OF  ORDER  AUTHORIZING  ISSUANCE  OP 
COMMON  STOCK  AND  ASSUMPTION  OF  LIA¬ 
BILITY  ON  FIRST  MORTGAGE  BONDS 

January  6, 1956. 

Notice  is  hereby  given  that  on  Decem¬ 
ber  21, 1955,  the  Federal  Power  Commis¬ 
sion  issued  its  order  adopted  December 
20, 1955,  authorizing  issuance  of  common 
stock  and  assumption  of  liability  on  first 
mortgage  bonds  in  the  above-entitled 
matter. 

[seal]  Leon  M.  Fuquay, 

Secretary. 

[P.  R.  Doc.  56-214;  Piled,  Jan.  11,  1956; 
.  8:47  a.  m.] 


[Docket  Nos.  G-9223,  G-9224] 

Otha  H.  Grimes  and  Skelly  Oil  Co. 

NOTICE  OF  FINDINGS  AND  ORDER  PERMITTING 
AND  APPROVING  ABANDONMENT  OF  SALE  AND 
SERVICE  AND  ISSUING  CERTIFICATE  OF  PUB¬ 
LIC  CONVENIENCE  AND  NECESSITY 

January  6, 1956. 

Notice  is  hereby  given  that  on  Decem¬ 
ber  22,  1955,  the  Federal  Power  Commis¬ 
sion  issued  its  findings  and  order  adopted 
December  20,  1955,  in  the  above-entitled 
matters,  permitting  and  approving  aban¬ 
donment  of  the  sale  and  service  by  Otha 
H.  Grimes,  in  Docket  No.  G-9223,  and 
issuing  a  certificate  of  public  convenience 
and  necessity  authorizing  the  sale  by 
Applicant  Skelly,  at  Docket  No.  G-9224, 
of  natural  gas  in  interstate  commerce 
for  resale,  together  with  the  acquisition 
and  operation  of  any  facilities  of  Otha 
H.  Grimes  subject  to  the  jurisdiction  of 
the  Commission. 

[seal]  Leon  M.  Fuquay, 

Secretary. 

[P.  R.  Doc.  56-215;  Plied,  Jan.  11,  1956; 

8:47  a.  m.] 


[Project  No.  1992] 

Hal  T.  Hylton 

NOTICE  OF  ORDER  AMENDING  LICENSE 

January  6,  1956. 

Notice  Is  hereby  given  that  on  De¬ 
cember  28, 1955,  the  Federal  Power  Com¬ 
mission  issued  its  order  adopted  Decem¬ 
ber  20,  1955,  amending  license  (Minor) 
in  the  above-entitled  matter. 

[seal]  Leon  M.  Fuquay, 

Secretary. 

[P.  R,  Doo.  56-216;  Piled.  Jan.  11,  1956; 
8:47  a.  m.] 
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FEDERAL  TRADE  COMMISSION 

[Pile  No.  21-504] 

Accident  and  Health  Insurance 
Industry 

notice  of  trade  practice  conference 

In  the  matter  of  'Trade  Practice  Con¬ 
ference  Proceedings  for  the  Accident  and 
Health  Insurance  Industry. 

Notice  is  hereby  given  that  a  trade 
practice  conference  will  be  held  by  the 
Federal  'Trade  Commission  for  insurance 
organizations  issuing  policies  of  accident 
and  health  insurance  coverage,  and  all 
other  interested  groups  and  affected  par¬ 
ties,  for  the  purpose  of  establishing  rules 
covering  deceptive  and  harmful  prac¬ 
tices  in  connection  with  the  offering  for 
sale  and  sale  of  accident  and  health  in¬ 
surance. 

The  conference  will  convene  at  10  a.  m., 
e.  s.  t.,  on  February  8  and  9,  1956,  in  the 
Grand  Ball  Room,  Hotel  Willard,  Penn¬ 
sylvania  Avenue  and  Fourteenth  Street 
NW.,  Washington,  D.  C. 

All  persons  representing  firms,  organ¬ 
izations,  and  associations  engaged  in  the 
issuance  of  accident  and  health  insur¬ 
ance  coverage,  all  State  Insurance  Com¬ 
missioners  and  their  representatives,  and 
all  other  interested  and  affected  parties 
and  their  representatives,  are  cordially 
invited  to  attend  the  conference  and  to 
take  part  in  the  proceedings. 

The  conference  will  afford  all  segments 
of  the  industry  an  opportunity  to  co¬ 
operate  with  the  Commission  in  estab¬ 
lishing  adequate  rules  for  the  elimination 
and  prevention  of  false,  misleading,  and 
deceptive  advertising  and  other  related 
matters  in  connection  with  the  offering 
for  sale  and  sale  of  accident  and  health 
insurance,  thereby  affording  protection 
to  both  the  industry  and  the  public  and 
providing  guidance  to  all  concerned. 
Any  person,  firm,  or  organization  as 
above  described  may  submit  suggested 
trade  practice  rules  for  the  consideration 
of  the  conference,  as  well  as  take  part  in 
the  consideration  and  discussion  of  all 
proposals  or  suggestions  for  rules  pre¬ 
sented  at  the  conference. 

Among  the  subjects  for  rules  which 
have  been  suggested  for  conference  con¬ 
sideration  are:  Definition  of  advertising; 
Definition  of  insurance  organizations; 
Definitions  of  and  representations  as  to 
types  of  policies  with  particular  refer¬ 
ence  as  to  period  of  time  for  which  the 
policy  is  in  force,  and  number  of  per¬ 
sons  covered;  Definitions  of  and  repre¬ 
sentations  as  to  benefits  payable; 
Representations  as  to  losses  covered; 
Representations  and  necessary  disclo¬ 
sures  with  respect  to  the  termination  or 
renewability  of  the  policy;  Representa¬ 
tions  and  necessary  disclosures  as  to  the 
exceptions,  exclusions,  and  limitations 
regarding  losses  covered  and  benefits 
payable,  and  such  other  matters  as  can 
be  treated  by  disclosure;  Representations 
as  to  the  organization  and  business 
operation  of  insurers  as  related  to  the 
solicitation  and  sale  of  accident  and 
health  insurance.  Other  subjects  for 
rules  may  also  be  considered  as  deemed 
necessary  or  desirable  in  the  interest  of 


1 


NOTICES 


FSA  Np^  31515:  Brick — Connecticut  bill.  The  billing  covering  all  such  cars 
and  Massachusetts  to  Central  Territory,  rerouted  shall  carry  a  reference  to  this 
Filed  jointly  by  C.  W.  Boin  and  O.  E.  order  as  authority  for  the  rerouting. 
Swenson.  Agents,  for  interested  rail  car-  (b)  Concurrence  of  receiving  roads  to 
riers.  Rates  on  brick,  fire,  fire  brick  be  obtained:  The  railroads  desiring  to 
shapes  and  clay,  carloads  from  Derby-  divert  or  reroute  traffic  under  this  order 
Shelton,  Conn.,  and  Worcester,  Mass.,  to  shall  confer  with  the  proper  transporta- 
specified  destinations  in  central  (includ-  tion  officer  of  the  railroad  or  railroads 
ing  Illinois)  territory  and  points  at  the  to  which  such  traffic  is  to  be  diverted  or 
borders  of  trunk-line  and  central  terri-  rerouted,  and  shaU  receive  the  concur- 
tories.  rence  of  such  other  railroads  before  the 

Grounds  for  relief:  Grouping  and  cir-  rerouting  or  diversion  is  ordered, 
cuity.  (c)  Notification  to  shippers:  The  car- 

Tariff:  Supplement  186  to  Agent  Swen-  riers  rerouting  cars  in  accordance  with 
son’s  I.  C.  C.  591.  this  order  shall  notify  each  shipper  at  the 

FSA  No.  31516:  Plant  and  office  equip-  time  each  car  is  rerouted  or  diverted  and 
ment — Detroit,  Mich.,  to  Minneapolis,  shall  furnish  to  such  shipper  the  new 
Minn.  Filed  by  H.  R.  ffinsch.  Agent,  for  routing  provided  under  this  order, 
interested  rail  carriers.  Rates  on  equip-  (d)  Inasmuch  as  the  diversion  or  re- 
ment,  plant  and  office,  used,  including  routing  of  traffic  by  said  Agent  is  deemed 
used  machinery,  supplies,  and  office  rec-  to  be  due  to  carrier’s  disability,  the  rates 
ords,  straight  or  mixed  carloads  from  applicable  to  traffic  diverted  or  rerouted 
Detroit,  Mich.,  to  Minneapolis,  Minn.  by  said  Agent  shall  be  the  rates  which 

Grounds  for  relief :  Circuitous  route.  were  applicable  at  the  time  of  shipments 

FSA  No.  31517;  Malt  liquors — Illinois,  on  the  shipments  as  originally  routed. 
Missouri,  Nebraska,  and  Wisconsin  to  (e)  In  executing  the  directions  of  the 
Texas  Ports.  Filed  by  F.  C.  Kratzmeir,  Commission  and  of  such  Agent  provided 
Agent,  for  interested  rail  carriers.  Rates  for  in  this  order,  the  common  carriers  in- 
on  malt  liquors,  viz. :  ale,  beer,  tonic,  volved  shall  proceed  even  though  no  con- 
porter  or  stout,  straight  or  mixed  car-  tracts,  agreements,  or  arrangements  now 
loads  from  Milwaukee,  Wis.,  Chicago,  exist  between  them  with  reference  to  the 
Peoria,  Peoria  Heights,  Belleville,  East  divisions  of  the  rates  of  transportation 
St.  Louis,  m.,  St.  Louis,  Mo.,  and  Omaha,  applicable  to  said  traffic;  divisions  shall 
Nebr.  to  Beaumont,  Galveston,  Houston,  be,  during  the  time  this  order  remains 
and  Port  Arthur,  Tex.  in  force,  those  voluntarily  agreed  upon 

Groimds  for  relief :  Barge  competition,  by  and  between  said  carriers;  or  upon 
market  competition  (from  Belleville),  failure  of  the  carriers  to  so  agree,  said 
and  circuity.  divisions  shall  be  those  hereafter  fixed 

Tariff:  Supplement  102  to  Agent  by  the  Commission  in  accordance  with 
Kratzmeir’s  I.  C.  C.  4115.  pertinent  authority  conferred  upon  it 

T5..  by  the  Interstate  Commerce  Act. 

(f)  Effective  date:  This  order  shall  be- 
[SEAL]  Harold  D.  McCoy,  come  effective  at  9:00  a.  m.,  January  6, 

Secretary.  1956. 

[F.  R.  Doc.  56-219;  Piled,  Jan.  11,  1956;  ^S)  Expiration  date:  This  order  shall 

8:47  a.  m-l  expire  at  11:59  p.  m.,  January  20,  1956, 

unless  otherwise  modified,  changed,  sus- 
pended  or  annulled. 

It  is  further  ordered.  That  this  order 
shall  be  served  upon  the  Association  of 
American  Railroads,  Car  Service  Divi¬ 
sion,  as  agent  of  all  railroads  subscribing 
to  the  car  service  and  per  diem  agree¬ 
ment  under  the  terms  of  that  agreement 
and  by  filing  it  with  the  Director,  Divi¬ 
sion  of  the  Federal  Register. 

Issued  at  Washington,  D.  C.,  January 
6.  1956. 

Interstate  Commerce 
Commission, 

Charles  W.  Taylor, 
Agent. 

[F.  R.  Doc.  66-220;  PUed,  Jan.  11,  1956; 
8:48  a.  in.] 


[Rev.  S.  O.  562,  Taylor’s  I.  C.  C.  Order  64] 
Sacramento  Northern  Railway 

REROUTING  OR  DIVERSION  OF  TRAFFIC 

In  the  opinion  of  Charles  W.  Taylor, 
Agent,  the  Sacramento  Northern  Rail¬ 
way,  because  of  floods,  washouts  and 
slides,  is  unable  to  transport  traffic 
routed  over  and  to  points  on  its  lines  in 
California. 

It  is  ordered.  That:  (a)  Rerouting 
traffic:  The  Saci'amento  Northern  Rail¬ 
way  is  hereby  authorized  to  divert  or 
reroute  such  traffic  over  any  available 
route  to  expedite  the  movement,  re¬ 
gardless  of  routing  shown  on  the  way- 


